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PIUNTS» IN THE UNITED STATES OF AMERICA 



PREFACE 


The Age of Enterprise is a new interpretation of the history of 
the United States based upon the existing monographic material 
in American history, economics, and related social subjects. It 
is not a book of original research though the authors themselves 
have published a few of the artides from which material 
has been drawn. The quotations from contemporary sources 
which run through the book have not been used as evidence or 
proof but as illustrations of conditions or opinion at any given 
time. Most of these quotations have been selected from sec- 
ondary works with which professional historians are familiar. 
Our purpose has been simply to make the non-professional reader 
acquainted with what we believe to be at once the most useful 
and most easily available books and magazines which bear upon 
our subject. Our bibliography consists only of such books and 
magazines and makes no pretense of being complete. A complete 
bibliography of the broad fields covered in this volume would 
require a book as large again as this one. Such a book would be 
a worth-while contribution to scholarship, but we have made 
no effort to supply It here. 

The authors, entering an unexplored field In American history, 
have felt peculiarly dependent upon their friends for advice and 
critidsm. Above all, they want to thank Richard Hofstadter and 
Felice Swados Hofstadter for unfailing encouragement and 
assistance at every step in the development of the manuscript. 
For continuous help and many invaluable suggestions they wish 
also to adcnowledge the contributions of Kenneth Burke ; Rosa- 
mond Beebe Cochran and James Putnam of The Macmillan 
Company; Merle E. CurtI of Columbia University; William 
Charvat and James O. Wettereau of New York University. 
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PREFACE 


Howard K. Beale of the University of North Carolina, Henry 
Steele Commager of Columbia University, Paul W- Gates of 
Cornell University, E. A. J. Johnson and James D. Magee of 
New York University, Henrietta Larson of Harvard University, 
and Matthew Josephson have read parts of the manuscript or the 
proofs ; and for many acute criticisms the authors wish to express 
their gratitude. 

For secretarial work of the most efficient and good-natured 
kind the authors wish to thank Miss Maret Beckman and Miss 
Pauline Chytalo of the History Department of Washington 
Square College, New York University. 

They feel a special debt to Mulford Martin and Virginia Lee 
Bliss of the Library of the School of Commerce, Accounts, and 
Finance of New York University for their continuous aid, but 
especially for their extraordinary patience over long periods dur- 
ing which the authors practically monopolized large portions of 
that library’s excellent collection. 

The authors, of course, are solely responsible for all errors 
that may occur in the book and for all opinions expressed in it. 
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I 


INTRODUCTION 


ALMOST from the start of their national experience Americans 
were presented with a vast continent, irrigated by numberless 
rivers sweeping down the sides of mountains fabulously rich in 
precious metals and inexhaustible supplies of fuel, America’s soil 
was the richest In the world, her forests thick and varied. Deep 
harbors indented her coasts ; her rivers and lakes beckoned trade. 
Freed from Britain when British industry was casting off the 
fetters of mercantilism, Americans were at liberty to develop 
their land, to improve their magnificent heritage, to make it yield 
every ounce of wealth stored for countless centuries for them to 
claim. To this task they gave their waking hours, and while they 
slept they dreamt of it. 

Men’s lives are determined chiefly by habits formed in daily 
activities. In the United States each year after 1800 more and 
more men spent their days In factories and mines, on canals and 
railroads, tending machines, locomotives, and steamboats, keep- 
ing accounts, selling commodities, digging coal, copper, lead, and 
iron, drilling oil and natural gas. As time passed they spent their 
profits, wages, and commissions on goods announced for sale in 
newspapers supported by business advertisements and friendly to 
business objectives. Their literature was Issued by publishers en- 
gaged in business enterprises. Their amusements were not spon- 
taneous street dances but spectacles staged for profit. Their 
colleges, founded in many cases to prepare young men for the 
ministry of God, became devoted to science, aid their scientists 
became servants of business. Their public architecture concerned 
itself with banks, Insurance offices, grand hotels for commercial 
travelers. Their mature philosophy discarded metaphysics — -or so 
its practitioners claimed, describing their speculation felicitously 

, 1 ; 
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for our pecuniary culture as the quest for the “cash value” of 
ideas. To get attention in industrial America, a school, a mechani- 
cal invention, a cure or a game had to be presented, as Veblen 
said, as a “business proposition.” No one explained industrial 
America better than Richard Croker of Tammany Hall when he 
cried to Lincoln Steffens : ^ 

Ever heard that business is business? Well, so is politics business, and 
reporting— journalism, doctoring — all professions, arts, sports — everything 
is business. 

America has been settled mainly by enterprising Immigrants 
seeking economic opportunities and economic freedom. That this 
quest has been most powerful in determining the nature of our 
culture, historians acknowledge when they write economic inter- 
pretations of our politics, our literature, our philosophy, our 
religion. They fail to do it justice when they make these and not 
business itself the kernel of their discussions. We have not been 
a people essentially political, literary, metaphysical, or religious. 
Our habits and folkways have not been formed only by voting, 
reading, logic-chopping or prayer. Our manners are not simply 
those of conventions, lyceums, schools, or churches. We have been 
primarily a business people, and business has been most important 
In our lives. Abstracting colorful aspects of our culture, historians 
have interpreted them naively in terms of the “profit motive.” In 
doing so they have ignored the most dramatic story In our his- 
tory, the story of business enterprise Itself, the story of Its insti- 
tutions and their impact upon American society. Many aspects of 
this Story cannot yet be told. Enormous amounts of research yet 
remain to be done in the relation of business to religion, educa- 
tion, ethics, and creative arts in the United States, as well as to 
other fields like charity and philosophy. It is time, however, that 
an attempt was made, however inadequate it may turn out, to 
synthesize what has already been learned, to try to chart the 
course of our history from a business point of view, to try also, 
by the mistakes that will be made, by the omissions, exaggera- 
tions, and oversimplifications that will occur, to Indicate where 
the most profitable Investigations might Immediately be under- 
taken. These are the purposes of this book. 


1 Auiohiograf hy, Yo\» I, p. 337. 
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IN 1 800 five million Americans were scattered over an enormous 
country that reached from the St. Lawrence valley to the borders 
of Spanish Florida, from the seacoast to the Mississippi. Not 
one in ten among them lived in a town of a thousand inhabitants, 
and all but a handful outside these towns were farmers. They 
grew food for their own tables and staples like wheat and corn 
in the North, tobacco, rice, and cotton in the South. They made 
their own clothes, blankets, candles, soap, furniture, rum, and 
cider. They cut their own logs, built their own fences, erected 
their own barns and houses. Only infrequently did they visit 
local merchants whose general stores carried sugar, coffee, salt, 
paint, guns, gunpowder, hardware, china, glass, and finer textiles 
than could be woven at home.^ More often they dealt with black- 
smiths and brickmakers, with cobblers, coopers, dyers, and tan- 
ners, each of whom in his own village had a virtual monopoly 
of the services required by rural communities and their household 
industries. 

American provincialism was Intense at the beginning of the 
nineteenth century. Communication among the larger cities was 
slight, and among towns and villages It was even more limited. 
Roads were few and In abominable condition. Turnpikes and 
canals were just beginning to be built. There were no railroads, 
telegraphs, or telephones, and the post office in 1800 handled 
altogether three million letters, much less than one per person 
per year. News traveled very slowly, and information once ac- 
quired about prices and credit in other villages could be used 
only with enormous difficulty and expense. No wonder then that 


Middlemen, p. 44. 
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competition, outside the great seaports, was dormant, that enter- 
prise was stifled, that the Nation for all its political independence 
was still a colony looking to the mother country for manufactured 
goods and markets for commercial crops. 

Even before the new government was established in 1789, 
men like Alexander Hamilton and Tench Coxe had been urging 
Americans to surrender local self-sufficiency for specialization 
and the national exchange of commodities. A little later Albert 
Gallatin, Matthew Carey and Henry Clay took up the old argu- 
ments, urging their fellow citizens to diversify their economy, 
to separate manufacturing from agriculture, to remove the fac- 
tory from the home. Among most Americans with capital, how- 
ever, manufacturing evoked little enthusiasm, and the failure 
of industrial enterprises actually undertaken by Hamilton and 
others only strengthened the aversion to new lines. England and 
France had gone to war in 1793, and Americans were capturing 
more and more of the world’s carrying trade and making great 
fortunes in ocean commerce. Many other fortunes were being 
made in land speculation as American population grew rapidly 
and the demand for new farms increased. There seemed little 
reason, therefore, for American capitalists to divert their funds 
to manufacturing, in which nearly all of them were utterly 
inexperienced and in which most of them were profoundly con- 
vinced of their inability to compete with the English. 

The very increase in American foreign trade, however, and the 
very growth of American population that seemed to prejudice 
American capitalists against manufacturing, gradually began to 
have an opposite effect. Imported factory products, landed in 
quantity at coastal ports, were sold more and more to country 
merchants, thus creating a desire for factory goods among 
farmers who had been making almost everything at home. As 
the number of farmers increased through immigration and nat- 
ural reproduction, the demand for factory goods grew steadily. 
Local merchants began to seek new sources of supply, and new 
roads and canals to give them access to important distributing 
points. Farmers began to seek new markets for commercial crops 
so that they might get cash to buy “store” goods. Transportation 
was steadily improved. The circle of trade widened. Household 
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industries became fewer, and village monopolies began to yield 
to competition from towns and cities. Manufacturing took on a 
brighter aspect as markets thus became available for the products 
of big textile and shoe factories, hardware and munitions plants, 
iron mills, leather establishments, and distilleries. 

These changes did not come in a day or In a decade. They 
were already in progress, however, when America’s relations 
with England reached the boiling point around 1806, when the 
embargo of 1807 and the non-intercourse acts of 1810 checked 
the flow of British goods into American ports. Such measures 
not only gave established American manufacturers a monopoly 
of the American market but, wrecking the shipping trade, they 
set the capitalists in that trade to looking for new investments. 
The War of 1812 and its preliminaries did not create overnight 
an American manufacturing Industry. But it made great oppor- 
tunities available, and It stimulated enthusiasm for Investments 
in new factories. Business depressions and British competition 
between 1816 and 1820 wiped out many of the new enterprises, 
proving that the wartime expansion had been too rapid and 
America was still industrially immature. After 1820, however, 
the weak beginnings made before and during the war were defi- 
nitely In the past. The spectacular growth of American popula- 
tion guaranteed constantly expanding markets. The great burst 
of turnpike, canal, and railroad building promised to make those 
markets accessible at every season of the year. The high rate of 
profit for successful firms drew more and more capitalists Into 
factory enterprises and made it easier to finance rapid plant 
expansion. 

In the early decades of the nineteenth century a new society 
thus was emerging in America out of the colonial, agricultural 
past. Rivers were being dammed, factory towns were springing 
up, farm families were being disrupted as sons and daughters 
sought the excitement and wages of factory work. Rigid class 
boundaries were disintegrating; groups long static in personnel 
and interests were admitting strangers with new ideas. An urban 
proletariat was slowly forming, and new technicians, factory 
managers, and white-collar office workers were being trained and 
put to work. America was beginning that gigantic exploitation 
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of unparalleled resources that by the end of the century was to 
make her by far the richest country in the world. 

HOW TRANSPORTATION BUILT MARKETS 

Nature had provided well for internal and coastal trade in 
America. The Delaware and the Hudson were majestic rivers, 
each navigable for more than a hundred miles. The Raritan, 
Connecticut, Potomac, Susquehanna, Savannah, James, and Rap- 
pahannock were all deep enough for big ships to enter and long 
enough for flatboats to embark on many days’ journeys from 
the hinterlands. To the east was the Atlantic, to the north the 
Great Lakes, to the south the Gulf of Mexico, to the west the 
Ohio and Mississippi, all traversing magnificent distances and 
deep enough for steamboats. 

Traffic became increasingly heavy on these waterways during 
the colonial period, but only after 1807 when Robert Fulton 
made practical the commercial steamboat did they really hum 
with activity. By 1820 Albany, Hartford, Harrisburg, and Pitts- 
burgh were busy commercial centers. By 1830 Cincinnati, Louis- 
ville, and St. Louis were thriving ports. By 1840 businessmen 
in Rochester, Buffalo, and Cleveland were getting rich from lake 
traffic in grain, hides, iron ore, lead, and lumber. New Orleans 
throughout this period was the commercial center of the West 
and South — a magic city at the mouth of the Mississippi, French 
and Catholic in law and custom, slave mart and cotton depot, 
surpassed only by New York and Philadelphia in volume of 
trade. 

Settlers moving inland and outward beyond the river valleys, 
however, were soon past the reach of steamboats plying natural 
waterways. To send their produce to market, to get manufac- 
tures from eastern ports and factories, these settlers required 
overland connections. After the Lancaster road of 1792, there- 
fore, until 1830, turnpikes were built extensively in every section 
of the land while post roads, as early as 1840, connected with the 
eastern seaboard the regions of Minnesota, Kansas, and Okla- 
homa long before any of these were states. North to Sault Ste. 
M^rie, south to Tampa Bay, they ran, knitting into a pattern 
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with smaller cities and rural areas the business life of Savannah 
and Boston, Lexington and St. Louis, Norfolk and Pittsburgh, 
New York and Cleveland, Philadelphia and Natchez.® 

Following turnpikes came canals, though it was only after 
1825 that the latter became important. In that year the Erie 
Canal was opened in New York State, reducing freight rates 
between Albany and Buffalo by 85 per cent. The great boom 
in land values along the path of the Erie and the immense profits 
it returned in tolls encouraged the projection of similar water- 
ways throughout the North and West. The Erie Canal brought 
factory products past the Appalachians and lake commerce to 
the coast. Other canals promised manufacturers immense mar- 
kets in the hinterlands. The Panic of 1837® momentarily post- 
poned the completion of many new projects, but by 1850 the 
Pennsylvania System was carrying Pittsburgh coal and iron to 
Philadelphia and manufactures to the West. The Lehigh Coal & 
Navigation Company canal joined Coalport and Easton; the 
Morris Canal connected Easton with the sea by way of Jersey 
City. The Wabash joined Toledo and Evansville; the Miami, 
Toledo and Cincinnati; the Ohio, Cleveland and Portsmouth — 
all bringing coastward the produce of lake and river regions, 
taking to the banks of the Ohio the products of the port of 
New York.* 

Travel over turnpikes was slow and expensive, costing at 
least 15 cents a ton-mile for freight. Water transportation was 
much cheaper, but four months in the year northern routes were 
frozen. It remained for the steam railroad, therefore, to free 
industry from the shackles of the weather and the snail pace of 
horses and wagons. In 1812 it took six days to go from Phila- 
delphia to Pittsburgh by stagecoach and at least sixteen days 
for freight.® By 1854 the railroad covered the distance in fif- 
teen hours. 

The first railroads in the United States were the Baltimore 
& Ohio, the Mohawk & Hudson, the Charleston & Hamburg, 


2PauIlin, Atlas, plate 138k. 

3 See chap. Ill, pp. 43 ff. 

“^ Harper's Encyclopedia, vol. VII, p. 49. 
® Foulke, Sinetws of Commerce, p. 109. 
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all opened In 1830. Soon after, the Erie in New York, the West- 
ern in Massachusetts and at least a score of others were under 
construction. By 1850 the eastern seaboard was latticed with 
double bars of iron reaching out toward Buffalo, Pittsburgh, and 
Cleveland, while even in the deep South the Western & At- 
lantic, passing through Chattanooga, Tennessee, was striving 
to wrest from the North the grain trade of Kentucky, Ohio, 
Indiana, and Illinois. 

With typical folk wisdom a wagon driver’s ballad hinted at 
the railroad’s later grip : ® 

Now all you jolly wagoners, who have got good wives, 

Go home to your farms and there spend your lives. 

When your corn is all cribbed and your grain is good. 

You will have nothing to do but curse the railroad. 

In the thirties and forties, however, the railroads’ chief function 
seemed to be to consume capital, wood, and iron and to encourage 
speculation in stocks and land. Rivers, canals, and turnpikes re- 
mained the chief avenues of internal trade. 

FALSE STARTS IN MANUFACTURING 

Transportation built markets in America, but first to benefit 
besides western settlers were British industrialists. English goods 
were attractive to a people who for two hundred years had been 
using English china, linen, wool, and iron, who read English 
books and papers, who dealt in foreign currency and calculated 
their gains in pounds, shillings, and pence. Besides, English goods 
generally were cheaper than American manufactures. Labor was 
scarce in early American factory centers, and wages were high, 
especially for skilled mechanics who had to be imported secretly 
from abroad. American machinery was not as good as British, 
American workmanship was inferior. In addition, British agents 
and rich American importers and jobbers selling through the 
auction markets could offer more and longer credit than pioneer 
manufacturers who were usually pressed for cash. 


Dunbar, Travel in America, p. 769. 
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Competing with the products of American factories were also 
domestic household manufactures. Merchant capitalists who im^ 
ported British goods often hired American artisans to work at 
home or in sweatshops making shoes, coarser textiles, and other 
commodities which they would sell in the expanding national 
market. Reminiscing of the Reed brothers whose shoe business 
in Weymouth, Massachusetts, was conducted in this way in the 
1820’s, Quincy Reed said: ^ 

Sales were made in the cities of the United States between Boston and 
New Orleans. Branch houses were established in Richmond and New 
Orleans, where business up the Mississippi River was immense. . . . 
Mr. Harvey Reed was a man of remarkable ability. He had the care of 
the outside business of the firm, attending to its larger interests in the South 
and elsewhere. I think he was one of the original promoters of the Union 
Bank of Weymouth and Braintree, and of the Weymouth Savings Bank. 

The artisans who worked for merchant capitalists had once been 
‘‘master workers” or journeymen who had owned their own 
tools, processed their own raw materials, and sold their own fin- 
ished products at wholesale and retail In restricted vicinities In the 
larger towns. As new markets were opened, however, and mer- 
chants began to get orders from outside their neighborhoods, they 
hired masters or journeymen to produce goods exclusively for the 
new trade. From an independent employer, therefore, the master 
was gradually reduced to a wage earner supplying goods for the 
merchant capitalist. Isaac Felch, a veteran of the Natick, Massa- 
chusetts, shoe industry, describes its methods : ® 

The shoes were put out to be bottomed in little shops all over the com- 
munity. The quarters were to be bound, the uppers closed, and the stock 
for it was carted to these workmen. My Uncle Asa was the first man in 
Natick to make shoes to sell for the Boston market. It was in 1836 or 1837. 
I have heard father tell of the Boston merchants coming out to meet Uncle 
Asa at the toll gates of the Worcester Turnpike, to secure his shoes. The 
first time they failed to meet him, he thought the bottom had fallen out of 
the business. 

Good wages were paid for this kind of skilled work as long as 


7 Hazard, Boot and Shoe Industry, p. 50. 
® Hazard, Shoe Industry, p. 53. 
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factory production remained in its infancy. Soon after i8i5( how- 
ever, long hours and poor pay became the rule. Under such con- 
ditions household manufactures could compete favorably with 
machine-made products, and until after the panic of 1837 more 
manufacturing was done in American homes and sweatshops than 
in the new mills. 

Besides struggling for markets with British agents, American 
importers and merchant capitalists, early American industrialists 
had to compete for capital with agriculture, ocean commerce, 
domestic transportation, and speculation in land and securities. 
That “agriculture is the most beneficial and productive object of 
human industry” was a common American belief, inculcated by 
colonial propagandists, reiterated by agrarians like Thomas Jef- 
ferson, George Logan, and Thomas Cooper. Time and again 
they expressed in strong language their fears of manufacturing, 
industrial cities and factory workers. “I consider the class of 
artificers as the panders of vice and the instruments by which 
the liberties of a country are generally overturned,” wrote Jeffer- 
son in the Notes on Virginia. “I view great cities as pestilential 
to the morals, the health and the liberties of man,” he added 
in 1800.® Hamilton, Coxe, and Carey attacked these preju- 
dices, arguing, writing, debating indefatigably, setting forth in 
detail the advantages of the factory system. In the very year of 
the Constitutional Convention they helped form the Pennsyl- 
vania Society for the Encouragement of Manufactures and Use- 
ful Arts in the capital of the new nation. Similar associations 
were formed in other cities and states, while newspapers were 
established in some towns simply to create a favorable public 
attitude toward manufacturing. Before 1806, however, these 
efforts brought small reward. Farmers who would purchase stock 
in turnpikes, bridges, and canals, continued to fear factories. 
Bankers continued to finance only familiar enterprises. Specula- 
tors continued to invest only in land, ships, and public securities. 
European rentiers who poured lamented millions into American 
transportation and land schemes, continued to ignore American 
industrial corporations. 


® Jefferson, Writings, voL IV, p. 88, and vol. VII, p. 459. 
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After 1806 the outlook became more favorable. The non- 
importation laws and the impending war with Britain or France 
or both, stimulated the adoption of policies to encourage manu- 
facturing. Bounties and premiums were offered for fine goods 
and for technological improvements. Fairs and festivals were 
held where these goods and improvements could be displayed 
and studied. To raise funds lotteries were conducted in many 
cities while some cities themselves invested directly in factories. 
At a Philadelphia dinner in 1808, Colonel David Humphreys 
offered a toast : “The Best Mode of Warfare for our Country — 
the artillery of carding and spinning machinery, and the musketry 
of shuttles and sledges.” Patriotism was enlisted on every pos- 
sible occasion, even Jefferson and Madison conceding the need 
for domestic manufactures in the country’s emergency. Encour- 
aged by such support, American capitalists in the next decade 
built a diversified industrial plant and captured the markets 
abandoned by the British. Cotton and woolen factories, machine 
shops, iron forges, and flour mills were scattered through New 
England, New York, Pennsylvania, Kentucky, and Ohio, joining 
the few similar establishments erected before 1806. Many mil- 
lions of dollars were invested in these enterprises, chiefly in 
machines and buildings, and thousands of girls and men found 
employment in them. 

As soon as the War of 1812 was over, however, and England 
no longer consumed her energies in military and naval conflict, 
American industrialists felt once again the impact of foreign 
competition. And it was not long before most of the money 
invested in the new factories and most of the jobs which these 
enterprises afforded were lost. While discussing industrial policy 
in the British Parliament in April, 1816, Henry Brougham, Esq., 
declared : 

It was well worth while to incur a loss upon the first exportation, in 
order, by the glut, to stifle in the cradle, those rising manufactures in the 
United States, which the war has forced into existence, contrary to the 
natural course of things. 


Rezneck, in Journal of Economic and Business History, vol. IV, p. 8oi. 
Clark, Manufactures, vol. I, p. 240. 
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Whether losses actually were incurred is difficult to say. Great 
shipments of English goods, however, were made, and the effect 
was as anticipated. American factories shut down; American 
workers returned home to the farms or became public charges 
in the cities. In a few years the panic of 1819 and the ensuing 
depression completed the destruction. In June, 1819, Joshua 
Gilpin wrote : 

Nearly all the manufacturing establishments of the country were broken 
up, their owners ruined, and their property sold at enormous sacrifices; it 
may be said, indeed, that nearly the whole of these establishments changed 
owners, and were taken up at successive abandonments and reductions of 
capital, all which, however, proved but successive steps to ruin. 

In April, 1820, protectionist Henry Clay told Congress 

In passing along the highway one frequently sees large and spacious 
buildings, with the glass broken out of the windows, the shutters hanging 
in ruinous disorder, without any appearance of activity and enveloped in 
solitary gloom. Upon inquiry what they are, you are almost always in- 
formed that they were some cotton or other factory, which their proprietors 
could no longer keep in motion against the overwhelming pressure of foreign 
competition. 

CONDITIONS FOR SUCCESS 

American Industrialists, Inexperienced In organization and man- 
agement, assailed by agrarian publicists and bankrupted by for- 
eign and domestic competition, nevertheless were not discouraged 
by these early failures. Instead of mourning over the ruins of 
lost enterprises, they re-formed their ranks, sought aid from the 
government, capital and credit from private sources, and markets 
in every accessible region. Business and financial difficulties imme- 
diately following the war had weeded out the weaker factories 
and left only the most efficient. As the latter continued to profit, 
attracting the attention of capitalists looking for new opportuni- 
ties, other factors combined to brighten the dismal scenes of 
collapse and raise the hopes of industrial entrepreneurs. 

Perhaps most important among the new factors, aside from 


^2 Clark, Manufactures, vol. I, p, 3S0. 
12 Clark, Manufactures, vol. I, p. 38a 
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improved transportation facilities, was the great increase in 
American population. The number of people in the United States 
almost doubled between 1820 and 1840. A favorable economic 
environment stimulated reproduction, while land speculators and 
canal and railroad builders brought in boatloads of foreigners. 
Ohio, Indiana, western New York, and Pennsylvania were filling 
up with farmers careless of beauty or handwork, demanding ever 
greater quantities of cheap textiles, boots and shoes, farm imple- 
ments, glass, nails. But the growth in population did more than 
broaden the market for factory goods. It increased the available 
supply of factory labor. Many foreigners, as soon as they landed 
in our ports, sought and found work in the new enterprises. Per- 
haps even more important, new western farmers began to ship 
East greater and greater quantities of corn and wheat to compete 
with the produce of New England farms. This forced depressed 
eastern farmers to send their children in Increasing numbers to 
work in the mills — the daughters In order to raise their own 
marriage dowries, and both sons and daughters in order to sup- 
port themselves and thus reduce the strain on farm family 
budgets. 

This increase in available customers and workers was accom- 
panied by the appearance of new sources of capital. By the middle 
twenties falling prices In America were reducing sharply the value 
of Atlantic cargoes. At the same time the markets for oriental 
finery were becoming saturated, while supplies of American furs 
and Hawaiian sandalwood — ^both used in exchange for far eastern 
goods — ^were diminishing and threatening the China trade with 
extinction. Faced with such conditions, between 1826 and 1830 
John Jacob Astor liquidated his investments in ocean commerce, 
John P. Cushing returned for good from China, shippers Bryant 
and Sturgis, and Perkins & Company retired from business. Of 
the capital thus released, manufacturing attracted its share. The 
‘‘Boston Associates” began to concentrate on the production of 
textiles rather than on shipping.^^ Astor, Investing In land, trans- 
portation, and Insurance, also, in 1834 loaned $60,000 to Philip 
Hone’s Matteawan Company to expand Its textile mills.^^ 


See chap. IV, pp. 71^74. 
Porter, vol. II, p. 1015. 
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Faced with a growing army of steady customers and with 
funds seeking investment, American industrialists in the 1820’s 
and 1830’s had the opportunity to mechanize their plants at a 
rapid rate. They took advantage of this opportunity, plowing 
profits and loans into new buildings and new machines. Between 
1820 and 1840 investments in American factories rose from 
$50,000,000 to $250,000,000. Cotton spindles in American fac- 
tories in the same period jumped from 220,000 to 2,250,000. 
Woolen spindles multiplied with equal speed. The result was a 
sharp decrease in the cost of commodity production, hence a 
more favorable basis upon which to compete for the domestic 
market. 

So interested were Americans in new machines, and so eager 
were they to put new devices into operation that, under our lax 
laws, they became the victims of a regular racket in “phony 
patents.” In the decade 1820--1830 patents for the United States 
averaged about 535 annually against 145 for Great Britain, the 
greatest industrial nation in the world. The difference was mainly 
in scruples; the number of patents was no clue to the number 
of new inventions. Before 1836 America allowed every “in- 
ventor” a patent without requiring any proof of originality — 
he had but to convince the Patent Office his device was not harm- 
ful to the community. In such circumstances early American 
racketeers received monopolies on devices already in use and 
fleeced their credulous countrymen by demanding money under 
threat of suit for infringement. After 1836 the law was made 
much more strict, however, and a witness before a British Par- 
liamentary committee, investigating the possibility of the repeal 
of laws prohibiting the export of machinery, declared : 

I apprehend that the chief part, or a majority, at all events, of the really 
new inventions, that is, of new ideas altogether, in the carrying out of a 
certain process by new machinery, or in a new mode, have originated abroad, 
especially in America. 

In 1844, Devyr, the land reformer, wrote in the Working Matins 
Advocate:'^^ 
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Machinery has taken almost entire possession of the manufacture of 
cloth ; it is making steady — we might say rapid — advance upon all branches 
of iron manufacture; the newly invented machine saws, working in curves 
as well as straight lines, the planing and grooving machines, and the tenon 
and mortise machine, clearly admonish us that its empire is destined to 
extend itself over all our manufactures of wood ; while some of our handi- 
crafts are already extinct, there is not one of them but has foretasted the 
overwhelming competition of this occult power. 

While the casual patent policy of an agrarian-commercial gov- 
ernment failed to impede the progress of American invention 
and the mechanization of American industry, other governmental 
policies assisted more directly the growth of American manu- 
facturing. The Federal Supreme Court in the Dartmouth College 
case in 1819 declared corporation charters contracts, protecting 
them, as it thought, from unilateral changes by state legisla- 
tures/® This gave new security to corporate enterprise in all lines. 
In 1824, in Gibbons v. Ogden, the court denied the right of the 
Livingston-Fulton group to monopolize Hudson and Mississippi 
steamboat traffic. This gave additional protection against state 
restrictions on interstate commerce. Three years later, in Brown 
V. Maryland, the Court declared unconstitutional a Maryland 
license tax on goods imported into that state, insisting in strong 
language upon the exclusive right of Congress to control inter- 
state and foreign trade. 

While the Court thus was guaranteeing a free national market, 
Congress and the states were aiding internal improvements to 
make that market accessible. Perhaps most stimulating to young 
industry among government policies, however, was the protec- 
tive tariff. 

In 1816, American manufacturers were but a corporal’s guard 
in a nation of farmers and shippers but they had helped to win 
a war. That point never escaped the attention of Henry Clay, 
Matthew Carey, and lesser trumpeters for protection. The War 
of 1812 was an agrarian war fought by an agrarian nation. But 
without the aid of bold industrialists it could not have ended as 

After 1819, the states circumvented this decision by placing in most subsequent 
charters, with the enforced consent of the petitioner, a clause admitting the right 
of the legislature to alter the ^‘contract’Vwhen it saw fit without consulting the corpo- 
ration. 
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successfully as it did. Were manufacturers to be rewarded? “No,” 
cried John Randolph of Roanoke, in Congress, in i8i6:^® 

No, I will buy where I can get manufactures cheapest, I will not agree 
to lay a duty on the cultivator of the soil to encourage exotic manufactures ; 
because, after all, we should only get much worse things at a higher price. 

Spokesman for a majority in the South, Randolph fought a losing 
fight in the Nation. Clay and Calhoun, by appealing to farmers 
in terms of the “home market” — ^markets in great factories for 
cotton, hemp, flax, and wool, markets in landless industrial cities, 
for wheat, corn, and barley — ^won enough votes in the West and 
South to defeat the shippers of Webster’s Massachusetts and the 
conservative cotton planters. Arguing in terms of national self- 
sufficiency, recalling with irresistible rhetoric the dlfilculties of the 
past war, they carried the day for protection. The tariff act of 
i8i6 raised the duties on cotton, woolen, and iron goods. 

For four years, however, this seemed but a token victory. 
The act failed to protect. Where the duties were levied on the 
value of imports and not specifically on weight or quantity, it was 
simple for the British to underestimate their goods to get them 
past our customs inspectors at low rates. Fraud and graft also 
marked the administration of the act and simplified the problem 
of evasion. After 1820, however, when cotton production grew 
rapidly and cotton prices tumbled, the 1816 duties began to afford 
sufficient protection for manufacturers of coarser textiles.^® 

By the 1 8 20’s, also, manufacturers had learned to help them- 
selves in political affairs. Falling cotton prices had alienated 
southern planters from any tariffs that would raise tb-^ cost of 
essential manufactures, while New England shippers remained 
adamant against threats to reduce the volume of trade. Together 
therefore they defeated high-tariff bills in 1820, 1821, and 1823. 
But in 1824, with Clay back in Congress, the home-market argu- 
ment cemented unity between the middle states and the wool and 
hemp states of the West, the combination that year enacting 
higher duties. Aiding in the victory were new associations in New 
York, Connecticut, and Philadelphia, formed simply to agitate for 

Hicks, American Nation, vol. I, p. 337. 

20 Clark, Manufactures, voL I, p> 307* 
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protection. In 1820 these cantie under the leadership of the Na- 
tional Institution for the Promotion of Industry, which had among 
its members Peter Colt, E. I. du Pont, P. H. Schenk and the vet- 
eran proteGtionist, Matthew Carey. Its first step was to publish the 
Patron of Industry^ a paper devoted entirely to high-tariff propa- 
ganda.^^ 

Business was learning the sweet security of tariff walls and 
the strategy to keep them high. After the failure of a special 
woolen tariff in the Senate in 1827, the Pennsylvania Society for 
the Promotion of Manufactures and Mechanic Arts held a con- 
vention in Harrisburg the next summer. To It came aroused 
manufacturers “together with a sprinkling of newspaper men, 
enthusiastic pamphleteers, and interested politicians, all friends 
of the American system.’’ They outlined a comprehensive pro- 
gram for enhanced duties, prefaced it with an eloquent plea for 
protection, shipped one copy as a memorial to Congress, another 
to eager journals in the form of an address to the people.^^ 

The tariff of 1828 did not result simply from such agitations, 
but its enactment convinced politicians that their attitude toward 
manufactures had become crucial to presidential aspirations. In- 
dustry had assumed its place beside commerce and agriculture, 
capturing the leaders of New England, making most of the 
allegiance of the West. Against the demands of the Harrisburg 
Convention, Dr^ Thomas Cooper, president of the College of 
South Carolina, cried out : 

We thought it hard enough to combat the tariff in favor of the cotton 
manufacturer, the woolen manufacturer, the iron manufacturer; but now 
there is not a petty manufacturer in the Union, from the owner of a spin- 
ning factory to the maker of a hobnail, who is not pressing forward to the 
plunder; who may not be expected to worry Congress for permission to put 
his hand into the planter’s pocket . . . this is a combined attack of the 
whole manufacturing interest. The avowed object is to tax us for their own 
emolument; to force us to cease to buy of our most valuable customers; 
to force on us a system which will sacrifice the South to the North, which 
will convert us into colonies and tributaries. 


2 1 Rezneck, in Journal of Economic and Business History, vol. IV, p. 800. 

22 Carman, Social and Economic History, voL II, p. 36. 

23 Carman, Social and Economic History, voL II, pp. 36-37. 



1 8 THE AGE OF ENTERPRISE 

Such cries failed altogether to impress representatives of north- 
ern factories and western farms, who proceeded to enact the 
“abominable tariff.” “Its enemies,” said Webster of the act of 
1828, “spiced it with whatever they thought would render it 
distasteful; its friends took it, drugged as it was.” For the first 
time, Webster listed himself among the “friends.” In Pennsyl- 
vania, Matthew Carey was toasted as a “pillar of adamant to 
the American system; a hedge of thorns to British agents.” 

The tariff act of 1832 removed the worst features of its 
predecessor, but left high duties on iron and textile manufactures. 
That was the last high-tariff act until 1861. Under the leadership 
of nullifying South Carolina, agrarians had at last mustered their 
national majority, and in 1 833 Congress began to reduce the rates. 
By then, however, industry had enjoyed a dozen years of high 
protection. At least partly because of the tariffs factories had 
prospered and manufacturers were able to adapt themselves to 
the change. American industry had outgrown its infancy. False 
starts were well in the past. 

THE INDUSTRIAL WORKERS 

When textile factories first were constructed in America, our 
great cities were mainly ports, our rural areas were devoted to 
farming. We had no facilities to accommodate new armies of 
workers. Rooming houses were scarce in the towns ; in farming 
areas, where swift rivers affording power to run machines made 
it likely that factories would be located, there were few vacant 
rooms, no stores, schools, or churches to accommodate new 
people. Thus many of the earliest factory enterprises — in Wal- 
tham, Chicopee, Lowell, Nashua — had to develop company towns 
from the start. Workers began to live in company houses, to 
purchase in some cases in company stores, to attend company 
churches and schools. Their employers generally became absentee 
owners whose interests extended beyond manufacturing to real 
estate, transportation, water-power development, finance. 

Such conditions were typical of the New England textile 
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industry but were not found in flour-milling regions or in the 
iron industry in New Jersey and Pennsylvania. The iron industry 
was organized on a feudal rather than a corporate basis. Great 
barons on huge tracts of mineral lands bound in almost complete 
servility hundreds of families, all of whose members worked in 
the mines and mills. While textile companies supplied houses and 
other accommodations, they paid money wages and did not force 
operatives to buy in company stores when others were available. 
In western Pennsylvania, wages rarely were seen, employees be- 
ing always in debt to the barons. Corporations entered the in- 
dustry after 1830, and conditions gradually were improved; but 
as late as 1858 one partnership, with a capital of $1,000,000, 
still housed and employed 508 families.^® 

We know little more about the condition of the ironworkers. 
For textile operatives information is better but not plentiful. 
Yankee girls made up the great majority. They were first brought 
to the factories from neighboring farms by agents touring the 
countryside in wagons and emphasizing the moral and educational 
advantages of factory work. Railroads early in the thirties ex- 
tended the area of search, and, as new sources of labor were 
opened each year, wages gradually fell. By 1834, a Dover girls’ 
“workers’ committee” announced after a series of pay cuts:^® 

We think our wages already low enough, when the peculiar circum- 
stances of our situation are considered, that we are many of us far from 
our homes, parents and friends, and that it is only by strict economy and 
untiring industry that any of us have been able to lay up anything. 

Though they came from families which could no longer sup- 
port them at home or which required contributions from their 
earnings, most of the girls had some education. Taught at least 
to read and write, they improved their scant leisure time in such 
pursuits. One operative, from a particularly poor family, tells 
literately enough how she came to work in a factory and how 
she acquired literary habits : 
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It so happens that I was born in New Hampshire, where my mother still 
resides, with a large family of young children, dependent on her for sup- 
port, and hard does she have to struggle to gain a livelihood for herself 
and olfspring; and but for the charity of several kind friends and neighbors, 
she would have to put them out before they knew the first rudiments taught 
in our common schools. Sensible that she had a weight upon her heavy to 
be borne, to lighten the load, I left home and came to Cabotville. When 
I came here, I could not read, except by spelling out the words like a child 
of very few years. I had not commenced learning to write, and all the 
learning I now have has been gained without instruction, having obtained 
it alone, and that too, after I had labored in the mill twelve hours a day 
on the average through the year. 

In Massachusetts, the working day consisted of twelve and 
one-half or thirteen and one-half hours. The weekly wage for 
female workers was about $2.50. A bed in a company house was 
given free, and about $1.25 was deducted each week for board, 
‘‘The company will not employ any one who is habitually absent 
from public worship on the Sabbath, or known to be guilty of 
immorality,” said an announcement of the Boston Associates. 
Matrons of working girls’ dormitories were responsible for en- 
forcing a ten o’clock curfew and keeping their homes puritanically 
in order. Apparently they were successful, M, Chevalier, the 
French traveler, reaching Lowell in 1835, declared that “Lowell 
is not amusing, but Lowell Is clean and decent, peaceful and 
sober.” 

As we might expect, the new factory towns lacked adequate 
living facilities; and the same was true of company houses. An 
old mill hand who knew early conditions, described them some 
years later 

The chief problem was overcrowding. . . . Six girls often slept in one 
room, in three double beds. , . . They ate together at long tables and were 
fed plain and hearty food. Among the appurtenances of the back yard of the 
Chicopee tenements was a conventional line of pig pens operated by each 
boarding-house in the interests of economy. Near these were the wells. 
When the ground became properly saturated during the early forties, there 
was an epidemic of typhoid fever that was a record breaker. This resulted 
in the securing of a water supply from the hill above the town, and gradu- 
ally the pig pens were abolished. 
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Massachusetts factories were owned by Appletons, Lowells, 
Dwights, Jacksons, Cabots, each nurtured in the Puritan tradi- 
tion* Their early emphasis upon moral and educational advan- 
tages in factory work certainly was not hypocritical, not designed 
merely to entice Puritan girls into the mills. In Rhode Island 
there was no mention of libraries and schools. Yet there was no 
special difficulty in acquiring suitable operatives at reasonable 
wages, though the supply probably was less plentiful than in 
Massachusetts. The Boston Associates talked in earnest though 
only in a few model factories did they actually supply the 
promised educational facilities. 

The real obstacles to the fulfillment of ideal promises were 
falling prices, business depressions, and periodic declines in 
profits. The growth of the ten-hour-day movement among the 
girls also alienated the early industrialists, and paternalism 
gradually gave way to indifference. In 1842 a petition to the 
Massachusetts legislature declared that “the population of manu- 
facturing places are now, in great measure, dependent for the 
means of physical, intellectual and moral culture, upon the will 
of their employers.” An observer in Lowell in 1846, described 
the factory regimen at that date : 

The operatives work thirteen hours a day in the summer time, and 
from daylight to darkness in the winter. At half past four in the morning 
the factory bell rings, and at five girls must be in the mills. A clerk 
placed as a watch, observes those who are a few minutes behind the time, 
and effectual means are taken to stimulate punctuality. This is the 
morning commencement of the industrial discipline (should we not rather 
say industrial tyranny?) which is established in these Associations of this 
moral and Christian community. At seven the girls are allowed thirty 
minutes for breakfast, and at noon thirty minutes more for dinner, except 
during the first quarter of the year, when the time is extended to forty- 
five minutes. 

Puritan girls just removed from New England farms were no 
material for a militant labor movement, especially when they 
were hired by contract and threatened with blacklisting for mis- 
conduct. In New Jersey and Pennsylvania, however, men worked 
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the mules and industrial organization appeared during the boom 
of the thirties. In 1833 a federation of locals from “some nine 
villages ... in the vicinity of Philadelphia” organized “The 
Trades’ Union of Pennsylvania.” In 1835, preparing to strike, 
workers in a Paterson plant formed the “Paterson Association 
for the Protection of the Labouring Classes, operatives of cotton 
mills, etc.” But these were feeble and temporary organizations 
that soon petered out. Strikes were few, almost always defensive, 
aimed against wage cuts. Rarely were they successful. In Man- 
ayunk, a manufacturing town near Philadelphia, there was a 
strike in 1828 against a 25 per cent reduction in pay. “Even at 
the old prices, it was said, a spinner could make only ‘from $7.50 
to $8.50 per week for himself by working the full period of 
twelve hours daily, and in doing this he actually earned for his 
employers from 40 to 50 dollars per week.’ ” Three strikers 
were brought before the Philadelphia county court charged with 
disturbing the peace by threatening strike breakers, and con- 
victed. Ultimately the strike was lost, though somehow it was 
formally maintained for three months. 

In Lowell, even without organization, factory girls rebelled 
against a 15 per cent cut in February, 1834:*® 

Some 800 to 2,000 of them not only went on strike but were persuaded 
by one of tbeir leaders to “ ‘make a run’ on the Lowel Bank and the Sav- 
ings Bank.” “We are told,” said the Boston Transcript, “that one of the 
leaders mounted a pximp, and made a flaming Mary Wollstoncraft speech 
on the rights of women and the iniquities of the ‘monied aristocracy’ 
which produced a powerful effect on her auditors, and they determined to 
have their own way, if they died for it.” 

They didn’t persist very long. “In a few days all except the ring- 
leaders, who were ‘refused entrance into the mills,’ went back 
to work at the reduced wages.” A few other female “turn-outs” 
ended similarly. 

Though early factory strikes were poorly managed and gen- 
erally unsuccessful, and weak unions either fell with defeat or 
died in the long depression after the panic of 1837, operatives 
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In the thirties were becoming distinctly class-conscious. Entering 
factories with the notion of accumulating a dot or storing up 
insurance against a rainy day, they were soon disabused of such 
ideas by the very low wages they received. Embarking on a 
temporary industrial excursion, they soon found there was no 
road back. By 1840, Orestes Brownson commented on the Lowell 
factory girls : 

The great mass wear out their health, spirits and morals without becom- 
ing one whit better off than when they commenced labor. The bills of 
mortality in these factory villages are not striking, we admit, for the poor 
girls when they can toil no longer go home to die. 

Becoming aware of their predicament in an age of abolitionism, 
the girls began bitterly to complain of their own ‘‘slavery.” “We 
view this attempt to reduce our wages,” wrote the Dover girls 
in 1834, “as part of a general plan of the proprietors of the 
different manufacturing establishments to reduce the Females In 
their employ to that state of dependence on them In which they 
openly, as they do now secretly, abuse and Insult them by calling 
them their ‘slaves/ ” A poem recounting the death of a factory 
operative from overwork ended with this stanza : 

That night a chariot passed her, 

While on the ground she lay; 

The daughters of her master 
An evening visit to pay — 

Their tender hearts were sighing 
As negroes’ woes were told ; 

While the white slave was dying 
Who gained their father’s gold, 

DECLINE OF THE CRAFTS 

The success of infant factories in America was hindered by an 
inadequate supply of skilled labor, but production rarely was 
blocked by labor troubles. Factory operatives were compara- 
tively few, mainly women and children, not yet systematically 
organized. They were beyond the reach of union leaders who 

S 3 Commons, Labour, vol. I, p. 495. 

Shlakman, Factory Tomn, pp, 60-61, 

Shlakman- Factory ro<iwj, p. 61, 



24 THE AGE OF ENTERPRISE 

flourished among depressed handicrafters especially in the half- 
decade before the panic of 1837. 

The earliest trade unions in America probably were composed 
of masters and journeymen organized to “stand out” against 
price-haggling merchant capitalists who brought them orders. 
When master workers began to yield to the merchants and to use 
cheap goods and inferior workmen, journeymen alone assumed 
union leadership. At first they fought mainly against the em- 
ployment of “learners, runaway apprentices and half-way 
journeymen” as well as foreigners — “miserable botches,” com- 
plained the New York Typographical Society in 181 1, who “will 
work for what they can get.” As division of labor in the handi- 
crafts reduced emphasis upon special skills, however, and highly 
trained artisans were forced to work beside beginners doing 
monotonous tasks at work desks, wage and hour agitation came 
to dominate union activity. By the early thirties journeymen had 
lost their special status and could but strive to make a living wage 
at whatever jobs were available. 

From the start, trade unions encountered the hostility of Amer- 
ican courts, which had adopted the common-law doctrine that 
combinations of workers were conspiracies against the state. First 
to feel the force of this doctrine were the cordwainers of Phila- 
delphia, in 1806; but it was applied with zeal throughout the 
nineteenth century. A New York court in 1809 anticipated the 
famous decision in Commonwealth v. Hunt (Massachusetts, 
1842) denying that the formation of unions was conspiracy, 
emphasizing only that it was “the means they used” that were 
crucial, for these might be «® 

of a nature too arbitrary and coercive, and [if indulged in would] deprive 
their fellow citizens of rights as precious as any they contended for. 

This proved a distinction without a difference, the New York 
court itself demonstrating the loopholes in its dictum ; It was 
easy to call combinations a “means” and thereby block the 
workers. 

Labor movements are as sensitive to the fluctuations of the 
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business cycle as the most speculative security. When business 
is good and order logs are full, strikes are elf ective ; in depressions 
they are usually suicidal. It is in depressions, however, that labor 
is most in need of aid and the failure of strikes, for judicial or 
economic reasons, leaves the choice only between legislation and 
revolution. For the latter there was no basis whatever In Jack- 
son’s United States. Politics, however, was still untried, and the 
workers had a program. In the short depression of 1828-1829, 
therefore, craftsmen organized the first American Working 
Men’s Party in Philadelphia. New York artisans soon followed. 
Their platforms demanded abolition of imprisonment for debt, 
abolition of chartered “monopolies,” of public lotteries, and of 
compulsory militia service. In addition they demand the ten-hour 
day, mechanic lien laws to protect workers’ tools, and, above 
all, free public education. That, they said, was “the first and 
most important . . . object for which they were contending.” 
A workingmen’s circular issued in Philadelphia in 1830 de- 
clared 

All history corroborates the melancholy fact, that in proportion as the 
mass of the people becomes ignorant, misrule and anarchy ensue — their 
liberties are subverted, and tyrannic ambition has never failed to take ad- 
vantage of their helpless condition. . . . Let the productive classes, then, 
unite, for the preservation of their free institutions, and by procuring for 
all the children in the Commonwealth Republican Education, preserve our 
liberties from the dangers of foreign invasion or domestic infringement. 

On such platforms Working Men’s parties ran candidates for 
local, state and Federal offices, endorsing also nominees of other 
parties who subscribed to their demands. Some of their candidates 
and some of their endorsees won office, but the movement itself 
failed. In the twenties skilled craftsmen were too few in number, 
too poor, too ignorant of politics. Like all third parties theirs 
had no victorious tradition, no skilled leadership, no spoils of 
office with which to win the lasting allegiance of an army of 
party workers. At the polls their candidates had to depend for 
support upon other groups. When they won office, older inter- 
ests by bribery, chicanery, or false promises turned them into 
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their own political pawns. That is what happened in Philadelphia, 
where trade unions were strongest and the Working Men’s 
Party began. In New York City, where leaders committed the 
party to a radical program and where labor had the support of 
such middle-class liberals as Robert Dale Owen and Fanny 
Wright, the movement was swallowed up by the voracious Tam- 
many machine. 

Returning prosperity early in the thirties revived the hopes 
of labor, and unionization between 1834 and 1837 proceeded 
at a rate unequaled again in America until the twentieth century. 
Union membership increased from 26,000 in 1834 to 300,000 in 
1837, latter figure representing about half the urban skilled 
workers in the country. From Louisville to Boston recruits 
joined the movement. Aided by improved communication in the 
larger cities, they organized central councils to unify action. In 
Philadelphia, in 1835, we had our first general strike. For the 
allied crafts in that city it won the coveted ten-hour day. In 
the same year and the next, in every metropolis, organized 
workers struck for the same goal. Everywhere but in Boston 
they were successful. 

Then came depression. Labor’s defense against lockouts and 
blacklists had been the great boom in all lines of business during 
which workers were badly needed. “With the first descent of the 
panic of 1837,” however, “the labour movement was crushed 
out of existence. The local societies, the city assemblies, the na- 
tional federation of assemblies and locals, and the national trade 
unions disappeared. With them went their official organs, the 
newspapers they had started for purposes of agitation and for 
carrying news of interest to their members.” 

Wages were cut, jobs disappeared. In New York City alone, 
said the Public Ledger on April 15, 1837, “6,000 masons and 
carpenters and other workmen connected with building have been 
discharged.” “Forty whale ships are lying at the wharves,” re- 
ported New Bedford, “but nothing doing to fit them out for 
sea,’' Haverhill, Massachusetts, announced “the almost entire 
failure of the shoe business in this vicinity. . . . It was the re- 
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source of almost every family, men, women and children were 
engaged, and many have no other means of obtaining their daily 
bread. Should the present state of things continue long, It must 
produce many cases of extreme suffering.” 

Their unions wrecked, skilled workers turned again to politics. 
But they were no more successful than before, and soon they fell 
prey to all kinds of utopian schemes. Factories had no room 
for them, nor would they have tended machines if they could- 
Instead, some joined cooperative associations and communities 
marked by religious zeal and mystic rituals. A few of these were 
notably successful, but most failed almost as soon as they began, 
finding no place in an expanding industrial economy. 

THE METAMORPHOSIS OF SOCIETY 

Simple distinctions between seaboard and piedmont, agricul- 
ture and commerce, did not disappear from American society 
between 1800 and 1837; but they were complicated by new 
elements. Conflicts engendered by the new manufacturing inter- 
est sharpened the differences between city and country, producer 
and seller, employer and employee. More subtle class cleavages 
could be discerned, caused by new ramifications in American 
business. 

The growth of the country, the extension and improvement of 
transportation facilities, were making distribution the master 
key to profits. By producing goods beyond the needs of their 
Immediate communities, factories were destroying local industrial 
monopolies in many villages, leaving farmers dependent upon 
outside sources for goods and services. By drawing thousands of 
young men and women into the new manufacturing cities, fac- 
tories were also making new workers dependent upon outside 
sources for food. A landless population was gathering in many 
new towns and older cities, and gradually there were appearing 
an urban proletariat and urban paupers. Such groups were in- 
significant in America in the eighteenth century. By the time of 
the panic of 1837, however, they presented grave problems to 
young municipalities. In addition American cities were harassed 
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by new problems in housing, sanitation, water supply, police and 
fire protection. The spectacular fire that gutted New York in 
1835 impressed metropolitan leaders there and elsewhere with 
the deficiencies of our antiquated set-up. Toward correcting such 
deficiencies, however, they did little. Cooperative municipal life, 
like cooperative economic life, was yet in its infancy in indi- 
vidualistic America. 

“Commerce and agriculture must intrench themselves against 
the manufacturers,” exclaimed Judge Van Ness in the New York 
Constitutional Convention of 1821. He feared the new class that 
was arising, clamoring for power: a landless class of artisans, 
mechanics, teamsters, factory operatives, and — perhaps more 
important — ^bookkeepers, salesmen, clerks, tellers, mercantile 
and steamship agents. Quick and regular communication with dis- 
tant markets had led to the shortening of credit terms and more 
rapid turnover of capital and goods. More complex business 
techniques and much larger office staffs had become necessary to 
maintain the new pace of American industry. Thus there ap- 
peared, for the first time in American society in sufficient num- 
bers to be influential, the urban white-collar worker. As early as 
1820 the New York Chamber of Commerce formed an associa- 
tion of such workers, giving them new cohesion and improved 
morale.^" And Judge Van Ness’s fears thus were well founded 
that such workers might align themselves with factory operatives 
and factory owners to rout the landed aristocracy that for so 
long had ruled the state. When the Convention in 1821 adopted 
universal manhood suffrage, the Judge’s fears were put on the 
road to realization. 

Dressed in drab alpaca, hunched over a high desk, this new 
worker credited and debited, indexed and filed, wrote and 
stamped invoices, acceptances, bills of lading, receipts. Adequately 
paid, he had some extra money and leisure time. He patronized 
sporting events and theaters, saving banks and insurance com- 
panies. He read Day’s New York Sun or BennetYs Herald— the 
“penny press” supported by advertising, filled with police re- 
ports, crime stories, etiquette advice for the rising bourgeoisie. In 
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a world of six-cent contemporaries, these one-centers were spec- 
tacular successes, the Sun by 1837 selling thirty thousand copies 
TA> D frequently surpassing it. Exploring Godey’s 

Lady s Book for patterns, patronizing the new industries for 
materials, Mrs. Clerk began to compete with the boss’s wife in 
dress and fashion. 

In the higher brackets of society also, economic distinctions 
were becoming blurred. Expanding opportunities for profit in 
young America encouraged businessmen to undertake hetero- 
geneous activities that conflicted sometimes one with another. 

hus New England factory owners who feared the development 
o t e West, lest it drain off their labor supply, speculated 
nevertheless in western lands and western railroads from which 
profits could be secured only if the West were developed. Boston 
commercial magnates, fearing the loss of political power to new 
industrialists, attempted to check the progress of industry by 
ghting protective tariffs, only in the end to be themselves won 
over to manufacturing. On the other hand, shippers in Philadel- 
phia, threatened by the canal and packet lines of New York, 
encouraged local Industry from the start, anticipating vigorous 
trade in the raw materials and finished goods of thriving fac- 
tories. Business corporations attained prominence in this period, 
permitting through the separation of ownership and management, 
these side investments by businessmen whose major energies 
were occupied elsewhere. 

While American business in the early decades of the nine- 
teenth century was thus becoming more complex, complicating 
American society at the same time, it was developing also a unity 
of personnel and interest within itself that boded ill for politically 
dominant agrarians and the diminishing number of unadaptable 
shippers who remained the political allies of great planters. 
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WHILE textile and other factories in New England and the 
Middle States were absorbing into their mechanized routine a 
new class of factory operatives, the agricultural West was being 
transformed by a great influx of Immigrants from Europe and 
farmers from the East. The virgin wilderness across the Ap- 
palachians, each year in these early national decades, was echoing 
with swishing axes, crashing timber, the steady tapping of ten 
thousand hammers building homes. The Indian frontier, always 
on the edge of civilization, was pushed each year nearer the 
Pacific. And restless pioneers, always in the van of permanent 
settlers, were opening more and more new areas for the surging 
westward movement. 

Historians seeking the quintessence of American life have 
made much of this moving frontier and Its effects upon the 
development of American character and American habits of 
thought. In emphasizing the role of new geographic conditions, 
however, and the role only of the primitive environment, histo- 
rians .have neglected the great reservoirs of older traits that 
settlers brought with them across the mountains. In casting their 
eyes only westward, away from the Atlantic, away from eastern 
towns and cities, away from turnpikes, canals, and railroads 
which were bringing the culture of the East to frontier settlers, 
historians have neglected also the impact of changing conditions 
in older regions upon the settlers of the new. Pushing west with 
American farmers and alien immigrants were salesmen, lawyers, 
bankers, speculators, teachers, preachers, writers, mechanics. 
As nomadic pioneers moved always farther west, so these 
steadier Americans followed, buying cabins and clearings, build- 
ing shops, schools, churches, factories, boats. As white woods- 
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men advanced upon Indian territory exterminating or subjecting 
the redmen, eastern businessmen, eastern intellectuals, and eastern 
workers advanced upon the occupied West, winning settlers to 
the manners and morals, the security and creature comforts of 
a familiar culture. They directed the new settlers not westward 
to escape once again engulfing civilization, but eastward for the 
means to build new communities patterned after those they had 
left behind. Easterners softened the difficulties of frontier life. 
They tempered the violence of frontier’ justice and the stark 
simplicity of frontier thought In politics, religion, and art. 

In 1910 Frederick Jackson Turner, the greatest of the ‘‘fron- 
tier’’ historians, declared that “world-wide forces of reorgan- 
ization Incident to the age of steam production and large scale 
industry” were writing a “wonderful chapter” in American life. 
Later he regretted that he could not “stai't all over and in- 
vestigate more In detail the eastern aspects of American cul- 
ture.” ^ In 1800 these aspects certainly were most important in 
the United States, and they were beginning to exert a stronger 
and stronger influence In all spheres of American activity. The 
extensive frontier has become a legend to all Americans; super- 
ficially It affected millions of settlers ; in its pure form It touched 
very few. It has left Its stamp upon American culture, but It 
has not been the only stamp. It has given indigenous aspects to 
developments America has shared with the world, but these de- 
velopments themselves have probably been more Important In 
shaping American society. The industrial revolution in the eight- 
eenth and nineteenth centuries radically changed the history of 
England, Europe, and the rest of the earth. It revolutionized the 
history of the United States, and Its locus here was In the eastern 
cities. It Is In these cities, then, and not only on the frontier 
that we must seek the new forces In America and the sources of 
change In American life. It Is to these cities and not so much to 
the West that we must turn to find the impulses behind the 
changes in western history itself. 

While eastern business was beginning its conquest of in- 
fant western communities, It was bringing within its pale also 
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the cotton South. Unlike the West, this was a settled region. 
Southern peculiarities were becoming each year more clearly de- 
fined. Southern institutions and southern culture were becoming 
more hotly defended. By capturing the trade of the South, how- 
ever, and by forcing domestic manufactures upon southern 
planters, eastern businessmen levied a heavy toll upon the south- 
ern economy and ruled it from afar. The cultural conquest of 
the South never was complete, not even after the Civil War. 
Unlike the Ohio valley or the region of the Lakes, the South 
never became accustomed to modern industrialism. Since the 
earliest decades of the nineteenth century, however, it has paid 
an increasingly heavy debt to eastern and northern business. 

THE CAPTIVE SOUTH 

Once in the cherished past Virginia’s exports had been four 
times New York’s; South Carolina’s, twice those of New York 
and Pennsylvania combined. Richmond and Norfolk had been 
great tobacco ports shipping the golden leaf all over the world 
and receiving in exchange European and oriental finery. Charles- 
ton, dealing in rice and indigo and African slaves, had had its 
own humming trade. By 1820, however, Virginia’s tobacco king- 
dom had been declining for more than a decade, and cotton had 
replaced rice and indigo as the leading staple of the deep South. 
In one sense southern prosperity was just beginning, for the 
voracious textile factories of England and New England were 
demanding more and more raw cotton and southern agriculture 
boomed. But from another point of view the travails of the cot- 
ton South had also just begun. In 1790 the six original states 
below the Mason-Dixon line contained almost half the Amer- 
ican people. By 1830 they had less than one-fifth. The enervating 
climate, the competition of slave labor, and the peculiarities of 
cotton cultivation had kept European immigrants away from the 
southern states, while soil exhaustion, erosion, and rising prices 
for land and slaves had forced many planters into new regions. 
Southern markets for European manufactures became much smal- 
ler than northern markets. Southern interest in domestic manu- 
facturing declined. So great was the initial profit from cotton 
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cultivation in new areas that capital could no longer be attracted 
to other enterprises, and southern shipping, southern banking, 
southern merchandising languished. The South began to look 
to the North and West for food, to the East for credit, to New 
York for ships and warehouses. Trying to arouse his neighbors 
to their new predicament, William Gregg of South Carolina 
wrote : ^ 

An exclusively agricultural people in the present age of the world will al- 
ways be poor. They want a home market. They want cities and towns. They 
want diversity of employment. 

But the South refused to listen. “Cotton is King!” cried the great 
planters, and King Cotton would see them through any possible 
emergency. 

While southerners thus were tying all their prospects to the 
production of cotton, energetic New Yorkers were working out 
the program that was to give them hegemony over southern trade. 
After the War of 1812, New York shippers were the first in 
America to reestablish commercial connections with British manu- 
facturers and to draw into their magnificent harbor British 
textiles and ironware. In 1817, New York merchants insured 
their supremacy over Philadelphia, Boston, Baltimore, or 
Charleston by attracting to their piers the Black Ball Line, the 
first packet company to run ocean liners on a regular schedule be- 
tween America and Europe. In that year also, the Erie Canal was 
begun. Opened to traffic In 1825, it gave New York the first 
direct route to the booming West, capturing for the Empire City 
much of the trade that once could go nowhere but down the 
Ohio and Mississippi to New Orleans. It took nerve for Black 
Ball promoters to pledge the sailing of their ships “full or not 
full,” to expose them to winter crossings of the North Atlantic 
regardless of weather and lack of freight. But New York shippers 
took these risks and outdistanced all their rivals. The first east- 
bound packet, the James Monroe, left in a snowstorm as sched- 
uled on January 5, 1818, though a snowstorm “would have been 
regarded as a valid excuse for delay by any regular trader” and 
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skeptics had predicted postponement.® Adherence to the “prin- 
ciple of punctuality” was one of the things the Black Ball pro- 
moters depended upon to attract cargoes to their holds, and their 
success in maintaining their schedules won good publicity for 
them. The following appeared in the New York Commercial 
Advertiser of April 2, 1818: ^ 

REMARKABLE EXPEDITION— The packet ship Pacific, Captain 
Williams, arrived at this port from Liverpool on the evening of the 25th 
of March and commenced discharging the next day. She has discharged 
her cargo and reloaded in the short space of six days. We understand that 
she was completely ready for sea at 1 1 o’clock. She will sail at the appointed 
time, Sunday, the 5th of April. 

All that New York shippers lacked was cargo for the journey 
eastward across the Atlantic. Their enterprise had gained them 
access to the greatest American markets, and they had organized 
ocean and inland shipping to bring to those markets the manu- 
factures and luxuries of the world. But what to export to pay 
for these manufactures and these luxuries? Cotton supplied the 
answer. With rich banks to extend commercial credit, large 
warehouses to store up raw materials, and a great merchant 
fleet to carry these materials to established and growing markets. 
New York merchants began their invasion of southern cotton 
depots in a strong competitive position. And as southerners came 
more and more to despise trade, to hate moneychangers, to 
spend their profits In Charleston in the “season,” or to invest 
them only In more cotton lands and more slaves, they made the 
task of the northerners easier. By 1830, so successful were north- 
ern merchants engaged In the cotton trade that forty cents of 
every dollar paid for the planter’s staple went North. This was 
distributed over interest, commissions, freight tolls, and insurance, 
and all who shared in this distribution were added to the ranks of 
southern “enemies” already thick with northern manufacturers 
who had placed high tariffs on finished commodities that the 
agricultural South refused to produce for itself. 

As a triangular trade thus developed among the cotton South, 
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commercial New York, and industrial England, southern planters 
fell deeper and deeper into debt. The more cotton they produced, 
the more they contributed to the treasuries of northern shippers 
and northern bankers. Soon they were producing so much cotton 
that prices began to fall, and when the panic of 1837 checked 
the expansion of industry and trade the world over, southerners 
suffered severely.® All their eggs had been in one basket, and the 
bottom of that basket had fallen out. As early as 1830, Charles- 
tonian Maria Pinckney exclaimed that the South was “now in 
vassalage to the North, East and West.”® In 1832 South 
Carolina had shown the temper of its region when it nullified 
the high tariff imposed by northern manufacturers. In 1837 
of the earliest conventions for the revival of direct trade be- 
tween the South and Europe addressed southern planters as 
follows : ^ 

You hold the element from which [the New York merchant] draws his 
strength and you have only to withdraw it to make him as subservient to 
you as you now are to him. You have but to speak the word, and his 
empire is transferred to your own soil, and his sovereignty to the sons 
of that soil. 

But they did not “speak the word,” and two years later another 
trade convention, this time meeting in Charleston, described the 
plight of the South : ® 

The direct trade, which was her own [the South's] by every law of com- 
merce and nature, and which should have grown and increased every year, 
grew less and less until it almost disappeared, . . . transferred to the north- 
ern ports and people. . . . The importing merchants of the South became 
an almost extinct race, and her direct trade, once so great, flourishing and 
rich, dwindled down to insignificance. 

Perhaps In the end It was better that too much faith was not 
placed in the revival of direct trade, for by 1837 it would have 
been quixotic for southerners to try to compete with New York. 
Their banks could not approach those of the great metropolis 
in credit facilities. Their ports could not match those of the 
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North in wharves, piers, or warehouses. Their markets for im- 
ported manufactured goods were comparatively insignificant. 
Besides, after 1833 northern capitalists had yielded on the pro- 
tective tariff. Graciously they bore part of the cost of southern 
education, welcoming southern students to Harvard, Yale, and 
Princeton, supplying Charleston, Norfolk, Savannah, Richmond 
with teachers and ministers trained in the North. More than this, 
they had chased Garrison from the market place lest his abolition 
doctrine unbalance the sensitive scales of domestic finance. By 
1833 northern businessmen had yielded the scepter of politics to 
the more graceful lords of the South, but while Capitol Hill 
echoed with southern oratory cotton dollars continued to cheer 
countinghouses in the North. 

SETTLING THE WEST 

In the Northwest of the 1830’s, two great fingers of popula- 
tion marked the limits of the occupied frontier. One followed 
the Ohio valley, crooking its lowest joint up the Mississippi 
beyond St. Louis. The other, bending along the American shore 
of Lake Erie touched with its tip modern Sandusky and Toledo. 
The valley was southern, its people coming from below the 
Mason-Dixon line through Virginia and Kentucky. The Lake 
region was cosmopolitan, absorbing through the Erie Canal a 
rich stream of northeasterners and Europeans. Settling the upper 
counties of Ohio, Indiana, and Illinois, the latter were bound to 
the North by transportation and culture and were soon to fight 
their slave-holding downstate neighbors as New York fought 
South Carolina and Massachusetts fought the whole “black belt.” 
It is well to remember that Cairo, Illinois, is farther south than 
Richmond, that Cincinnati is farther south than Baltimore, that 
plantations in southern Indiana and Illinois were cultivated partly 
by Negroes. 

The story of the influence of this western frontier on demo- 
cratic culture in America became popular long ago. But like all 
popular stories it is only partly true and that part is but a sequel 
to another story that scarcely has been told. The East did not 
export only goods. It sent West people and patterns of life. 
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Settlers in the Ohio valley and along the Lakes did not appear 
there miraculously with the wind and tlie rain, the rivers and the 
trees. They came from older sections, North and South, clung 
to whatever they could of their early lives, accommodated them- 
selves only reluctantly to the strange environment across the 
mountains. Chiefly for western consumption in these decades 
there streamed from the presses of ‘‘etiquette publishers” in 
Boston and Philadelphia The Young Man^s Own Book {1832), 
A Manual of Politeness for Both Sexes (1837), The Laws of 
Etiquette (1839), ^ Manual of Good Manners (1844), Maber- 
ley’s Art of Conversation (1844). H religion and art also, the 
East was shown only In higher relief in the design of western 
culture, and eastern businessmen determined from the start to 
control western education. Edward Everett, nationally famous 
politician from Massachusetts, exclaimed in 1833:^ 

Let no Boston capitalist, then, let no man, who has a large stake in 
New England, and who is called upon to aid this [educational] institution 
in the center of Ohio, think that he is called upon to exercise his liberality 
at a distance, toward those in whom he has no concern. . . . They ask 
you to contribute to give security to your own property, by diffusing the 
means of light and truth throughout the region, where so much of the power 
to preserve or to shake it resides. 

In another plea Everett declared : 

The learning, religion, and the living ministry bestowed on the great 
West by these Colleges, unite in special benefit to mercantile morality and 
hence to the safety and value of business engagements there formed. Eastern 
merchants have an especial and increasing concern in the commercial in- 
tegrity of this immense market for Eastern industry. . . . These colleges 
thus plead to every enlightened merchant, his own self-preservation. 

Business standards also were defined for the West by eastern 
preceptors. “We shall be pleased,” wrote Amos Lawrence, Boston 
manufacturer, in 1836,^® 

to see the best buyers of the large places west and southwest at old Boston 
to buy our domestic fabrics. . . . They will find it for their interest to 
come and to get thoroughly acquainted with our dealers. At present we do 
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not want to see any but the first class buyer; a year or two hence, we shall 
be glad to see the second class as we can fix the prices to correspond to the 
risks. 

The leathered pioneer, with his sack, his ax and his flintlock 
gun, is a colorful figure in the American epic and a legitimate one. 
Epitomized by Daniel Boone, etched unforgettably by Cooper 
and Theodore Roosevelt, he and his humor contributed the only 
folk culture to come out of the West. He blazed the trail, ex- 
plored the wilderness, helped to pacify or destroy the Indian. 
These were important preparations for settlement, but in the 
larger story of American growth the pioneer looms small beside 
the eastern “squatter” and the speculator in western lands. 

Trail blazers went singly and settled nowhere. They staked out 
little land and improved less. They were adventurers not farmers, 
fur trappers not husbandmen. Coming rapidly in their wake, 
the “squatters” spread into the woodlands and over the prairies 
until they pressed upon the borders of Indian territory. Care- 
less of the fact that such distant land had not been opened for 
sale, that no legal title, therefore, could be acquired, they cleared 
the timber, built their cabins, broke the sod and planted their 
first crops. 

Even while “squatters” were taking their land free of charge 
the government was opening large areas to public sale at auctions, 
and the “squatter” himself — especially if he held good land that 
was in demand — had to compete at such sales with speculators 
and other purchasers. Since he so often proved he could not com- 
pete, the government eventually passed a series of preemption 
laws and in 1841 a general preemption law was enacted, granting 
the “squatter” on improved land the right to purchase that land 
at the minimum price of $1.25 per acre before it was placed on 
the open market. These laws only helped to protect the “squat- 
ters” from the speculators;^^ they did not greatly impede the 

^^The squatters had already developed means to protect themselves. These 
were organizations of their own like “honor associations” and “claim clubs” as well 
as the more amorphous but equally strong pressure of western public opinion. An 
editorial in the Chicago Democrat, June 3, 1835, warned the speculator: “Public 
opinion is stronger than law, and we trust that a stranger who comes among us, 
and especially our own citizens, will not attempt to commit so gross an act of 
injustice as to interfere with the purchase of the quarter sections on which the 
settler has made improvements” (Robbins, Landed Heritage, p. 68). 
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latter’s total operations, and huge quantities of land eventually 
were purchased for resale by eastern capitalists and land com- 
panies. The natural rise in the auction price of good government 
land was checked by these speculators through collusive bidding 
among themselves, by taking advantage of convenient loopholes 
in the laws regulating payments, or by bribing government land 
agents. Thus enterprising easterners got their western acreage at 
or near the minimum price and were ready to round up in Europe 
and the eastern states thousands of farmers interested in going 
to the West to settled^ 

A great new stimulus thus was given to the westward move- 
ment by eastern speculators. In addition to “squatters” and the 
customers of the speculators, many farmers who could raise 
money by selling their eastern lands or who had funds from in- 
herited estates or savings from successful farming in the East, 
also began to purchase government land directly, their inde- 
pendent action increasing still more the population of the trans- 
Allegheny, The Green Bay land office in Wisconsin, for example, 
estimated that of the total of 13,000,000 acres of government 
land sold in 1835, no more than 8,000,000 went to speculators, 
leaving at least 5,000,000 acres that were purchased by inde- 
pendent moneyed settlers.^® 

Coming from the East with tools, animals, and food, those 
who participated in the westward movement were draining the 
East of its capital. And losing, for the time being, all contact with 
organized trade, commerce, and production, they were able to 
send back no products to replace the supplies they had taken with 
them. So great was this movement to newer and newer areas that 
the country actually was becoming impoverished by it. Between 
1809 and 1829, it has been reliably estimated, America’s per 
capita real income fell 20 per cent.^^ Eastern businessmen quickly 
became alarmed at the drain on their resources, and in 1827 
Secretary of the Treasury Richard Rush warned that something 
had better be done to check it. He said; 
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The manner in which the remote lands of the United States are selling 
and settling, whilst it may tend to increase more the population of the 
country, . . . does not increase capital in the same proportion. It is a 
proposition too plain to require elucidation, that the creation of capital is 
retarded, rather than accelerated, by the diffusion of a thin population 
over a great surface of soil. Anything that may serve to hold back this 
tendency to diffusion from running too far and too long into an extreme 
can scarcely prove otherwise than salutary. 

Despite Rush’s plea, nothing was done by the government to 
stem this westward tide; but even as he spoke, the most important 
effects of the movement were being rectified by the coming of 
transportation. The great increase in the cultivated area of the 
West had created a strong demand for turnpikes, bridges, canals, 
and railroads to open markets for new farm produce and to bring 
to the West the imports and manufactures of the East. This in 
turn helped to bring to an early end the Isolation of western 
settlers, whether “squatters” or original purchasers. It stimulated 
the creation of banks and factories to service and supply the new 
areas. It helped in the early restitution to the East of capital 
drained away — restitution in the form of goods to pay Interest 
on commercial loans and mortgages that were to keep the West 
constantly in debt to eastern credit institutions. As early as 1820 
Thomas H. Benton of Missouri could cry out against the Bank 
of the United States In Philadelphia : 

All the flourishing cities of the West are mortgaged to this money power. 
They may be devoured by it at any moment. They are in the jaws of the 
monster! 

While population continued to be scattered all over the West, 
Increasing numbers of western settlers soon were reestab- 
lishing their contacts with the regions they left behind. And as 
reports from the rich river valleys of Ohio, Indiana, and Illinois 
flowed back to struggling farmers on the rock-ribbed terrain of 
New England or the exhausted soil farther south, the movement 
west of those farmers or their younger sons soon became so 
strong that land prices soared. So persistent was this movement 
and so spectacular was this rise in land prices that many farmers 
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adopted the policy of settling for a time and selling out at a lucky 
profit, only to settle once again a little farther west in order to 
repeat the process when the demand for land in the new regions 
became active. Soon this “settle and sell, settle and sell” became 
the characteristic philosophy of the American West, and so 
transient did our population become that communities changed 
frequently in personnel, and institutions and people always were 
in flux. Such conditions bred in the West the most highly com- 
petitive capitalism, the most absolute individualism, in the world. 
Community interest was not encouraged when one’s neighbors 
changed every few years, when people in towns or counties were 
so frequently strangers to one another.^’^ The more immediate 
consequence of this situation, however, was the great boom of 
the middle thirties, culminating in the panic of 1 837. 

Giving greatest impetus to this boom, besides the demand for 
land Itself, was the sudden multiplication of transportation 
projects throughout the newly settled areas. Sponsoring these 
projects were the sovereign states; financing them were English 
and eastern capitalists. The prosperity of the Erie Canal after 
1825, the uncertainty of European money markets after 1830, 
the lure of high interest rates typical of new ventures, all at- 
tracted investors to the West. Besides, English capitalists were 
eager to buy American securities so that Americans would have 
the means to purchase English manufactures. British investments 
in America up to 1839 totaled slightly more than $170,000,000, 
just about equal to the excess of American imports over exports 
in the decade of the thirties.^® To be sure, foreign as well as 
American investors required the states to lend their credit to aid 
private companies undertaking construction of turnpikes, rail- 
roads, or canals. But this was no great obstacle. Unencumbered 
by old traditions or rigid principles of laissez faire, the states 
were eager to aid. The first constitution of Missouri (1820) 
devoted a separate article to internal improvements. It stated : 

Internal improvements shall forever be encouraged by the government 
of this State, and it shall be the duty of the general assembly, as soon as 
may be, to make provision by law for ascertaining the most popular objects 
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of improvement, in relation both to roads and navigable waters ; and it shall 
also be their duty to provide by law for a systematic and economical appli- 
cation of the funds appropriated to those objects. 

The sense of this article and virtually the same words were re- 
peated in the constitutions of Michigan (1835) and Arkansas 
(1836), though judging from their neighbors’ activities there 
was no need for special constitutional sanctions. Between 1820 
and 1838 eighteen states had authorized advances of credit of 
$60,000,000 for canals, $43,000,000 for railroads, $4,500,000 
for turnpikes. Besides, they had subscribed to $52,500,000 in 
bank stocks, Louisiana alone being responsible for almost half 
this total. For internal improvements, Pennsylvania, seeking re- 
newed contact with the West, was the biggest borrower, followed 
by New York. Illinois, with an average annual income of only 
$250,000, underwrote $i 1,600,000 in bonds; Mississippi, with a 
smaller income still, issued $7,000,000 worth.“ 

Here, then, were tremendous possibilities for the new West, 
tremendous fortunes to be spent developing settled areas and 
bringing them into ever closer contact with the rich and flourish- 
ing East, with the rising new industrial cities and the great ports 
for ocean commerce. And the result was a greater rush into the 
West than ever before and a spectacular rise in land prices. It 
hardly mattered if a railroad or canal in any new region was 
actually under construction. It was enough that one was only 
hinted at, spoken of, or planned. Future prospects alone counted. 

The most important land speculations followed the opening 
of the Erie Canal when the West got a northern outlet to the sea. 
Then every promising town site inspired prototypes of Colonel 
Sellers who dreamt of empire at each road crossing and river 
junction, and suffered failure after failure with indomitable per- 
sistence. Failure was the rule, but success was not infrequent. 
Buffalo, Toledo, Cleveland, became cities overnight. Faster still 
grew Chicago. Between 1830 and 1840 the population of Illinois 
tripled from 157,000 to 476,000; that of Chicago multiplied 
more than eight times, from less than 500 to more than 4,000. 
In the late 1820’s, Chicago acres, like others, sold at $1.25. By 
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1832, the price was $I00; in 1834, $3,500. In 1836 the state 
legislature at last approved the canal connecting Chicago with 
La Salle, giving the lake city its first hope of Mississippi traffic. 
In that year a lot along the canal route cost $21,400. This was 
the climax of the boom that swept the country from Back Bay 
Boston to the Mississippi, from the Gulf to the Lakes. Nowhere 
was it as intense as in the old Northwest, but always it followed 
the western pattern. Even Philadelphia and Baltimore were 
caught up in it, and lots in New York City tripled In value be- 
tween 1830 and 1837.^® 

Encouraging this boom were the eastern and English bankers 
and the note-issuing western banks which looked to them for ulti- 
mate support. Between 1829 and 1837 the number of banks in 
the United States grew from 329 to 788, most of the increase 
taking place In the West. Their circulation increased from $48,- 
000,000 to $149,000,000; their loans, from $137,000,000 to 
$525,000,000. The bankers who ran these Institutions knew little 
of business cycles, cared nothing for liquidity. In the whirlwind 
of prosperity, when would it be necessary to liquidate? Surely 
not before the farmers could pay off their new mortgages, not 
before canals and railroads could amortize their costs. Giving 
still another stimulus to speculation was the removal in 1832 of 
the government’s funds from the Bank of the United States and 
their subsequent deposit In Jackson’s ‘‘pet banks.” The removal 
of the funds ended the efforts of the Bank of the United States 
to keep a centralized check on inflation while their deposit in less 
sound institutions broadened the base upon which such institu- 
tions could make speculative loans. 

THE PANIC OF 1 837 

A hundred years ago, as today, pet hobbles were ridden to 
death by Interested apologists for panics and depressions. In 1837 
many blamed the Specie Circular; others pointed to the misuse 
of surplus government funds. Failure to recharter the Second 
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Bank was an attractive explanation to hundreds. The tardy action 
of the Bank of England to check excessive capital exportation, 
caught the fancy of sophisticates. Hopefully, a New York bank- 
ers’ convention, in 1838, summed up all these explanations, de- 
claring : “ 

Such a coincidence of extraordinary and unfortunate incidents, as pro- 
duced the catastrophe, must be rare, and may never again occur. 

Needless to say, none of these explanations is sufficient ; nor do 
all together adequately explain why the panic came in 1837, 
depression not until 1839. They describe only accidents of the 
specific occasion, symptoms, not causes. 

Booms feed upon the pervasive and growing expectation that 
continued expansion will produce larger and larger profits, 
whether it be from quicker turnover of land, or accelerated 
construction of railroads. As expanding business uses more and 
more capital and labor, however, interest rates, wages, and other 
costs rise, following the curve of prosperity, and profits soon 
become jeopardized. In industrial society the first men to respond 
to the possibility of declining profits are the buyers of capital 
goods like machines or railroad track. These buyers must con- 
sider needs eighteen months and two years in the future, for it 
makes a crucial difference to the long-run profits of competitive 
companies whether new railroad equipment or new machines are 
purchased in markets that are high or low in relation to average 
prices over long periods of years. When purchasers of such 
equipment become wary, therefore, depressions are fore- 
shadowed. And when their orders fall off, the consequent slack- 
ening of the rate of production of capital goods puts men out 
of work, reduces purchasing power, sets up sympathetic move- 
ments in other lines, and shakes the confidence of businessmen. 
The wiser ones begin to liquidate their investments or stabilize 
their production many months before the whole business com- 
munity is affected. This speeds the decline, prompts hopeless 
efforts to check it, ends in panic. 

That is the recurring pattern of prosperity and depression in 
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nineteenth century industrial society. In 1837 America, while not 
yet a mature industrial state, was already so involved in the 
construction of new transportation facilities that the continuance 
of these enterprises had by then become crucial to her economy. 
And when in 1836, for instance, only 175 miles of railroad track 
were built as against 465 miles the previous year a depression 
was apparently on the way. The effect of this decline in canal 
and railroad building was aggravated by the huge sums invested 
in western lands and urban real estate. When these investments, 
like those in new transportation, failed to return profits quickly, 
and succeeded only in tying up capital required to maintain the 
rate of expansion in other lines, the boom collapsed. 

First to feel the pinch in the money market were the famed 
three W’s — the English bankers Timothy Wiggin, Thomas Wil- 
son, George Wilde. Theirs were not the most important English 
banking houses, but they were the three houses most deeply in- 
volved in American trade. Between January i, 1834, and January 
I, 1837, their American acceptances, mostly for cotton, jumped 
from £2,354,000 to £5,573,000. Between February and March, 
1837, however, cotton prices In the English market fell 25 per 
cent. Alarmed by this and by the Specie Circular, the Bank of 
England announced for July and August a high rediscount rate 
of 5 per cent, and made it clear that at no price would it handle 
more cotton paperl The three houses were marooned. Thrice 
they appealed to the Bank of England for aid sufficient only 
to finance day-to-day activities. Twice this aid was granted. The 
third time, it was denied; and on June 2, 1837, all three houses 
shut down. 

These failures sealed the market for the cotton acceptances 
eastern bankers had piled into their vaults as security for com- 
mercial and speculative loans. Themselves in difficulties, these 
bankers called upon their western correspondents. But the latter 
were even worse off. The Specie Circular had produced a run on 
the gold reserves of western banks and these banks in addition 
had issued paper money and extended credit to speculators far 
above the amount legally permitted by their remaining meager 
specie. The slight liquidity in their inflated business had depended 
entirely upon eastern credit. When this failed, western banks 
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failed, bringing down their eastern correspondents and the clients 
who depended upon them. 

In England, however, where speculation ran not so high, and 
where credit resources were not so tenuous, hope lingered.’ The 
crash in America caused a great flurry among traders in Ameri- 
can securities and carried some English failures in its wake. But 
the London money market, with resources on the Continent and 
in the Empire, did not break in 1837. Nicholas Biddle saw in 
this an opportunity to save American banks. 

If English bankers now abhorred American cotton acceptances, 
Aey still credited the short-term notes of leading eastern banks.’ 
These^ twelve- to eighteen-month obligations Biddle collected 
and discounted in London. With the receipts he cornered the 
American cotton export, kept up the price of cotton, and insured, 
tor as long as he could maintain his corner, the stability of 
southern banks. This eased their calls on metropolitan corre- 
spondents in the North and enabled the latter to support some 
western banks and endure the failure of others. By renewing these 
bankers notes or exchanging them for new state bonds Biddle 
kept his system in operation until 1839 ^.nd managed to absorb 
into the United States additional millions of British pounds 

set American bankers out 
of the West while the British shouldered the heavy load of dead 
caMls,^ railroads, state bonds, and mortgages on deflated land 
Obviously, the English blinded by the glitter of western 
publicity and enticed by high interest rates on American loans, 
did not know how shaky were American finances between 1830 
j % 1839, however, they realized the extent of their 
‘'jj j suspension of the Bank of Belgium late in 1838 

added to difficulties over American investments, and the European 
liquidations following that failure made the ensuing panic world- 
wide. Biddle s pool collapsed, and Britain, America, France, 
^.erniany, an Belgium all began to suffer for excessive specula- 
tion. Work stopped on railroads, canals and public buildings, and 
laborers engaged on them joined the mobs of unemployed re- 
leased by the shutting down of industry. Prices fell. In the cities 
the poor rioted for bread and flour, while farmers resisted with 
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arms efforts to foreclose their land. Thomas Benton in 1840 
described the situation in the West:^® 

The goods are worn out, the paper money has returned to the place from 
whence it came ; the operation is over, and nothing remains to the transac- 
tions but the 170 millions of debt, its devouring interest, and the banks, 
canals and roads which represent it. The whole of these banks have failed 
once, and most of them twice, in two years; the greater part of the roads 
and canals are unfinished, and of those finished, several are unproductive. 

ENGLAND LEARNS A LESSON 

It cannot be said too often that the construction of railroads, 
canals, turnpikes, and steamboats gave the greatest stimulus to 
the development of American industry. Such construction used 
men, lumber, iron, land. It opened markets for finished goods and 
gave access to raw materials. Of separate sections marked off by 
formidable natural boundaries, it made a united nation. 

For much of this accomplishment the United States depended 
upon foreign capital. 

We have seen how British investments accelerated the trans- 
portation and land booms in the West. These booms collapsed 
when foreign funds stopped coming. Had there been no British 
investments in the United States, we should, of course, still have 
had railroads and canals in Ohio, Indiana, or Mississippi, we 
should have had steamboats on the Hudson and the lakes and 
a boom in western farms. But how slow these developments 
would have been, we learned in the forties, when the flow of 
foreign capital became a mere trickle in the gorge worn by the 
earlier activity. 

The world depression of the “Hungry Forties” prevented 
the accumulation of much investment capital anywhere in the 
western world. The flow of British funds to the United States 
in that decade, however, fell off much more sharply than was 
warranted by the depression alone.^^ Excess credulity bred excess 
care and once-gullible British investors, even when they had the 

^^ Myers, Money Market, p, $1. 
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money, refused to consider investments in American state bonds. 
Such investors of course had reason and experience on their side. 
When Biddle’s corner collapsed in 1839 about $200,000,000 in 
American securities were owned in England, By 1841, $120,- 
000,000 of these were in jeopardy. The next year, Illinois, In- 
diana, Michigan, Pennsylvania, Alabama, Maryland, Louisiana, 
Mississippi, and Florida either defaulted on interest or repudi- 
ated altogether. It was bad enough for the West to go down. 
Even the British thought western bonds slightly speculative. But 
what of the $35,000,000 in Pennsylvania? Were they not as 
sound as the Bank of England? Clearly, they were not; but it 
took experience rather than research to show their weakness. And 
experience bred bitterness as well. 

Englishmen agitated to have the federal government assume 
the obligations of the bankrupt states. When this agitation came 
to naught, Invective scorched the pages of British journals. 
Sydney Smith, founder and editor of the Edinburgh Review, said 
he never met a citizen of Pennsylvania at a London dinner 

without feeling a disposition to seize and divide him — to allot his beaver to 
one sufferer and his coat to another — to appropriate his pocket handkerchief 
to the orphan, and to comfort the widow with his silver watch, Broadway 
rings, and the London Guide which he always carries in his pockets. How 
such a man can set himself down at an English table without feeling that 
he owes two or three pounds to every man in the company, I am at a loss 
to conceive. He has no more right to eat with honest men than a leper has 
to eat with clean. 

Even the federal government, seeking a loan in Europe In 1842 
to replenish the national Treasury, was rebuffed unceremoniously. 
“The people of the United States may be fully persuaded,” 
thundered the Times of London, “that there is a certain class of 
securities to which no abundance of money, however great, can 
give value; and that in this class their own securities stand pre- 
eminent.” “You may tell your government,” said the Paris 
Rothschild to Duff Green, the American agent, “that you have 
seen the man who is at the head of the finances of Europe, and 
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that he has told you that they cannot borrow a dollar, not a 
dollar,”"^ 

THE AGRARIAN REVOLT 

V^e have seen how young industry, vigorously organized into 
cohesive pressure groups in the Northeast between i8i6 and 
1832, had wrested from indecisive agrarians favorable tariff and 
banking laws and encouraging decisions in the federal courts. 
During these years of prosperity, clouded only temporarily by 
the panic and depression of 1817—1822, and the decline of 
1828-1829, northern industry flourished. Profits were large, and 
surpluses were nursed partly for reinvestment In the businesses 
that produced them, partly for Investment directly or through 
eastern banks, in the triangular cotton trade or western state 
bonds and mortgages. These Investments paid good dividends 
to the financial Interests In the Northeast — so good, indeed, that 
agrarian leaders in many parts of the West and the South began 
at last to marshal their followers in order to challenge northern 
and eastern business for political leadership in the nation. 

It is true that there were many in the agricultural West who 
had their own mills and forges and thus were generally in favor 
of protective tariffs. It Is also true that many western farmers 
who grew flax and hemp wanted protection against European and 
far eastern competition, while many wheat farmers also were 
not averse to the high-tariff policy of their Industrial customers in 
New England. In addition, South Carolina, opposed to protection 
of any sort, numbered among its citizens owners of stock in the 
second Bank of the United States. Thus, like the tariff, the Bank 
also escaped attack in a region where it might well have ex- 
pected it. 

These local conditions, however, were exceptions to the gen- 
eral situation in the United States, and by 1828 the feast that 
Industry was enjoying, as far as political favors were concerned, 
was practically over. Agrarian leaders had been successful in 
their organizing efforts and were ready at last to assert the power 
their superiority In numbers gave them. Their first step, of course, 
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was to elect Jackson, though it is possible that they did not quite 
know what to expect of the military hero from the Southwest. 
Jackson’s campaign did not enlighten them, for he so obscured 
his views on the tariff, internal improvements, and the Bank that 
many industrialists were also won to his support despite his 
agricultural background. It was not long, however, before Jack- 
son and his party embarked on a course that was to alienate his 
industrial supporters in the North. 

Ostensibly for the construction of a national road, the Mays- 
ville bill was introduced into the Senate in 1830. Many claimed 
that the real purpose of the bill was to draw out the oracular 
Jackson on federal aid to roads and canals. If that alone was its 
purpose it succeeded, for Jackson vetoed the bill. It had had the 
support of northern financiers, northern industrialists,- and specu- 
lators in western lands, but Jackson hoped for more from his 
southern followers and he was not to be disappointed. 

Next in order was the Bank. Designed again to catch the 
President in a political snare, the bill to recharter the Bank of 
the United States was introduced four years early. Jackson vetoed 
the bill, called down upon his head vitriol and invective, but saw 
the “monster” end its ofiSdal career as a national bank in 1836. 
Farmers and jealous local bankers were highly pleased, but in- 
dustry and commerce were thoroughly shaken during the next 
few years of speculation and dispute. 

Finally there was the tariff, a more spectacular issue as it 
turned out than the Bank. By 1832, South Carolina had become 
tired of having to sell her high-cost crop in a world market, and 
of having to purchase her manufactures in a protected one. 
Her response to the tariff of that year was the threat of nullifica- 
tion. When her leaders prepared to resist customs collection with 
the state militia, Jackson replied with the Force Act. Incipient 
rebellion was quelled without violence, however, by Clay’s com- 
promise tariff of 1833. This was a real victory for the agrarians, 
for it assured declining duties until 1842. In that year an effort 
was made to raise tariff rates in some schedules, and while in- 
creases in duties were enacted for revenue, even these increases 
were reduced again four years later. 

These victories were the measure of agrarian strength, though 
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there was no unity among the farmers in all the political contests. 
The South congratulated itself on the Maysville veto; the West 
championed the defeat of the Bank; but neither section had the 
united support of the other in its victory, and both victories 
offended the eastern financial interests and brought economic 
havoc in their wake. Though the Maysville bill obviously was 
hatched for political purposes, its veto cast the whole burden 
of internal improvements upon the states. They could not bear it. 
What the speculative bubble might have been had the national 
government instead of the states undertaken the financing of 
western improvements, we can only conjecture. This much, how- 
ever, it is safe to say: there would have been no repudiation by 
state governments, England would not have been alienated, and 
construction might have been conducted at a more even pace 
with a better transportation system operating in the end. Even 
the pervasive emphasis upon states’ rights and intense localism, 
however, did not reduce by much the impact of eastern business, 
its money, its credit, its practices and principles upon the South 
and the constantly changing West. 
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THE year 1837 was one of panic in the United States, 1857 was 
another. Between were two decades that, whatever their seasonal 
and cyclical ups and downs, produced more wealth, more waste, 
more hope and disillusion than any previous twenty years in the 
country’s history. During this period the United States reached 
the Pacific, her railroads crossed the Mississippi, her money 
crops more than doubled, yet her manufactures passed them in 
value. Wrought into an economic unit by bands of iron, by loco- 
motives roaring through the river valleys and across the moun- 
tains, America simultaneously was torn asunder by political, 
religious, and financial problems. The conflict between the North 
and the South became more acute each year of these decades, and 
the threat of civil war hung heavily over the nation. At the same 
time other conflicts began to be felt, conflicts in the North itself 
between native and alien workers, between Protestants and Cath- 
olic immigrants and, most important as far as the future was 
concerned, conflicts between the owners of American industry 
and the rising bankers, between the stockholders of new corpora- 
tions and the financiers who managed them. 

Once organized by entrepreneurs who sought profits simply 
through economies in production and shrewdness in competition, 
northern industry in the 1840’s and 1850’s was beginning to be 
run by businessmen who kept one eye on the stock exchange and 
sought profits through cooperation in marketing and manipulation 
of securities. The seminal development of the period was the 
spread of corporate stocks and bonds among a larger and larger 
investing public. Related to this development was the growth of 
private banking houses. Investment capital began to flow con- 
fidently to the eastern money markets, and through these banking 
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houses such capital was finding its w'ay to the new securities of 
railroad construction companies, textile and iron factories, ship- 
building corporations, commercial banks, and insurance compa- 
nies. Increased speculation in stocks and bonds symbolized the 
change that was coming over American business, and the develop- 
ment of stock exchanges in key cities speeded this change. 

All the new institutions through which American business was 
conducted were concentrated in northern cities, and the rapid 
growth of these cities began to create new problems in American 
urban life, began to change social and economic relations between 
rich and poor, employers and workers, bankers and investors. 
Dealing more in liquid rights to property — in paper currency, 
mortgages, land warrants, stocks and bonds — than in real prop- 
erty itself, these institutions made the North more money-con- 
scious than ever before. They gave a fillip to speculation in all 
fields where exchange could be consummated by negotiable paper, 
and they put a premium upon money wealth rather than landed 
wealth. In the forties and fifties the growth of privately endowed 
universities, libraries, and museums showed the impact of new 
business fortunes upon American society, just as grandiose car- 
riages, fine clothes, liveried servants, fancy-dress balls and elab- 
orate theater parties revealed the growth of a leisure class living 
in great cities, drawing its wealth from every part of the 
industrial and commercial world. In politics too, the new condi- 
tions were felt, the “monopolies” exercising new weight through 
lobbying and liberal contributions to party chests. 

Prosperous and pushing, northern business by i860 thus had 
developed a new society, intricately tied to the economy of the 
South but profoundly at odds with the feudal mores of planta- 
tion culture. 


ENTERPRISE MOVES WEST 

The hope of Jefferson in the eighteenth century, the American 
West in 1840 still enchanted easterners like Emerson, Thoreau, 
Whitman, and Melville. “America begins with the Alleghenies” 
—that was their belief, deprived as they were of their native 
agrarian environment by the factories and railroads that dammed 
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the rivers and broke the silence of the countryside. “God has 
predestined, mankind expects great things from our race and 
great things we feel in our souls,” wrote Melville in 1850, “The 
rest of the nations must soon be in our rear. We are the pioneers 
of the world ; the advance guard, sent on through the wilderness 
of untried things, to break a new path in the New World that 
is ours. In our youth is our strength; in our inexperience our 
wisdom.” ^ To New England farmers, southern youths, and the 
poor peasants of Europe, the West was the promised land. The 
panic of 1837 had left, as legacy, bankruptcies, debts, high taxes, 
fine crops and low prices, the mockery of unfinished railroads and 
canals. But the panic was over, the depression past by 1845. Ours 
“is a country of beginnings, of projects, of vast designs and 
expectations,” wrote Emerson. “It has no past: all has an onward 
and prospective look.” ^ 

Symbolic of the tremendous growth of the next twelve years 
was the vision of Asa Whitney, China merchant of New York. 
Accustomed by his business to great distances, Whitney cast his 
eye over the western plains, over the barrier of the Rockies, on 
to the Pacific where he saw a railroad joining that ocean with 
the Atlantic. “Sail to the West and the East will be found” — 
that was the paradox of Columbus. In 1845 ^he East still beck- 
oned, and Whitney petitioned Congress to bring it nearer. That 
was before the Mexican War, before the Oregon Treaty, before 
the discovery of gold in California. So sanguine had Americans 
become, they would straddle the continent before it was theirs. 
They would join the two oceans with bands of Iron before rail- 
heads had reached the Mississippi — ^but one-third the distance 
from east coast to west. 

Such was the spirit of the nation in the two decades before the 
Civil War, and the West justified this optimism by the rapidity 
of its growth, the fertility of its soil, the wealth of its mines and 
forests. More than twenty years passed before Whitney’s dream 
came true. It took a foreign war to capture the path of the first 
transcontinental railroad and a fratricidal war to dissolve the 
political obstacles in its way. By 1866, however, the Union Pacific 
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and the Central Pacific were under construction over land wrested 
from Mexico, along a route the South had long opposed. In the 
intervening years the West had grown tremendously, and men 
less visionary than Whitney had knit a pattern of smaller rail- 
roads in the older sections of the land. 

In nineteenth century society, large savings and a leisure class 
were necessary for the flowering of art, and neither was found 
in the West where the Cary sisters wrote anemic poetry and 
McGuffey sold his Readers. The West was intent only on break- 
ing ground, building railroads and steamboats, sowing, reaping, 
harvesting crops, feeding southern plantations and eastern cities. 
Unaccustomed to stability or security, the westerner when he 
became rich refused to rest on his wealth and adorn his society. 
Each prosperous year In these prosperous decades, he produced 
a greater money crop, but each year he only plowed more cash 
and credit back into the land, often mortgaging his holdings with 
eastern banks as he sought greater and greater eastern and 
southern markets. 

During the forties, but six thousand miles of railroad track 
were laid in the United States — ^most of them in the eastern 
area out of Boston, New York, Philadelphia, and Baltimore. In 
the next decade American railroad mileage increased by 21,000 
miles, most of them in the new West. The railroad net by i860 
captured Milwaukee, St. Louis, Memphis, New Orleans. Chi- 
cago then had “fifteen lines and well over a hundred trains.” In 
1851 the fabulous Erie opened the first trunk line to the West, 
from Piermont on the Hudson to Dunkirk on Lake Erie. By 
1854, the New York Central ran to Buffalo, the Pennsylvania to 
Pittsburgh, the Baltimore & Ohio to Wheeling. All four by i 860 
had direct rail connection with the “Windy City,” tying to At- 
lantic ports the rich valleys of the Ohio and Mississippi. Beyond 
the great river the iron horse was finding passage in Missouri, 
Iowa, Arkansas, and Texas. Land grants, city and state bonds 
were reviving the speculative fever of the thirties as the newer 
and newer West thus responded to the optimism of the nation 
over western prospects. 

In the 1840’s the West was at last becoming permanently 
settled by farmers, merchants, manufacturers. It was visited 
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regularly by land agents, lawyers, salesmen, surveyors. A St. 
Louis Business Directory in 1854 listed forty-eight insurance 
agents or companies.® According to the Census of 1850, Ohio had 
2,028 lawyers, ranking in this respect third only to New York 
and Pennsylvania. Illinois reported thirty-one brokers, concen- 
trated mainly in real estate in Chicago, while Missouri counted 
2,879 clerks in all lines of trade. Between 1840 and i860, Ohio, 
Illinois, Indiana, Michigan, and Wisconsin doubled their popula- 
tion, tripled the production of their fields. No wonder the West 
tuned the nation to its optimistic key, attracting still more settlers 
and capital and justifying the hopes of both. 

PACED BY MACHINES 

Men and oxen, horses and mules are plodders compared with 
machines. Had the United States to depend upon animal 
power, it would have developed at a medieval pace. The fac- 
tories of the East would have choked on their goods without 
railroads to rush them to market. Eastern banks would have 
slept on their credit without the express and telegraph. The West 
grew a wheat crop large enough to feed the nation in i860, but 
that crop would have rotted in the fields had there been no ma- 
chines to harvest it. It would have overflowed the warehouses 
had it depended upon old-fashioned wagons and flatboats for 
distribution. 

In 1 840, by rivers, canals, or turnpikes, through the Gulf or 
up the coast, it took almost a week to go From New York to 
Cleveland, Cincinnati, or Louisville; two weeks to New Orleans, 
St. Louis, or Detroit ; three weeks to Chicago or Milwaukee.* 
By i860 weeks had been reduced to days: St. Louis was seventy- 
two hours from New York; Detroit and Chicago, forty-eight; 
Cleveland, less than twenty-four. As early as 1851, J. D. B. 
De Bow declared that northern enterprise had “rolled back the 
mighty tide of the Mississippi and its ten thousand tributary 
streams until their mouth, practically and commercially, is more 


® Gras and Larson, Casebook, p* 393. 

^Paullin, Atlas, plate 138B (slightly adjusted for change in date). 
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at New York and Boston than at New Orleans.” Canals aided 
in this manipulation of nature, but railroads completed the job. 
Speedier, unimpeded by frost or low water, railroads by i860 
had joined the western granary to eastern and western factories, 
had joined markets to the new machines, the country to the town. 
Communication, not production, was the key to industrialism in 
the United States. Settled haphazardly to suit real estate specu- 
lators rather than farmers or manufacturers, America was made 
up of separate economic areas, gratuitously dispersed, needlessly 
distant from markets or raw materials until knit by railroad and 
telegraph into a cohesive Union. By i860, east of the Mississippi 
this cohesion had been achieved. 

Before turnpikes, canals, or railroads were extended into new 
areas, the western farmer like his eastern forebear of an earlier 
period ground his own flour and made his own clothes. He sowed 
his seed broadcast, reaped with scythe and sickle, harvested with 
his hands, and threshed with his flail. He produced for his table 
and his neighbor just as the household worker in the East had 
spun cotton and wool, made shoes, coats, and furniture for the 
area around his home and shop. By the late thirties, however, as 
machines grew in number and regional specialization increased, 
this local self-sufficiency was passing; by the time of the Civil War 
it had virtually disappeared. As early as 1838, William Buck- 
minster of Massachusetts wrote : ^ 

The times are changed and we must change with them. We cannot now, 
as formerly, raise much grain for the market. The virgin soils of the West 
and the increasing facilities of intercourse with that region render it prob- 
able that much of our grain will be imported thence; and when no obstacles 
are thrown in the way of commerce, this is no evil. We purchase, not 
because we cannot produce the same commodity, but because we can produce 
others to more profit. Let them supply our cities with grain. We will manu- 
facture their cloth and their shoes. 

By i860 Buckminster’s probabilities had materialized. Early 
transportation facilities had made the factory possible and every 
subsequent advance in speed of communication and accessibility 


® Carman, Social and Economic History, vol. lly p. 142. 

® Carman, Social and Economic History, vol. II, pp. 275, 276. 
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of cities had increased the ‘‘circle of the market” for manufac- 
tured goods. At the outbreak of the Civil War northern farmers 
had very largely abandoned household industry and had begun to 
concentrate on money crops while in limited specialized areas 
industrial production was carried on for the whole nation. The 
South, overladen with slaves and satisfied with the glacial pace 
of feudal agriculture, could not so easily adapt itself to the 
changes going on all about it. In the East and West, however, 
farm and factory grew steadily in size, enlisted more and more 
men and machines, speeded operations many times, and by 1865 
had proved the supremacy of industrial culture. 

In 1 830 De Tocqueville wrote : ^ 

If the democratic principle does not on the one hand induce men to 
cultivate science for its own sake, on the other, it does enormously increase 
the number of those who do cultivate it. . . . Permanent inequality of 
conditions leads men to confine themselves to the arrogant and sterile re- 
searches of abstract truths, whilst the social condition and institutions of 
democracy prepare them to seek the immediate and useful practical results 
of the sciences. The tendency is natural and inevitable. 

In expanding America there was a premium on new devices, new 
gadgets, and 5,942 new patents were issued in the 1840’s; 23,140, 
in the 1850’s. Mechanical drills and saws, steam engines, carders, 
water wheels, pumps — all were being improved while our new 
agricultural machinery was winning world supremacy. At the 
Paris exhibition in 1854, six men were pitted against four differ- 
ent threshers for half an hour. Their respective labors yielded : ® 

Six men with flails 60 liters of wheat 

Belgian thresher 150 

French thresher — ....... 250 

English thresher 410 

American thresher 740 

In another test, an Algerian reaper cut an acre of oats in seventy- 
two minutes, an English reaper in sixty-six, an American in 
twenty-two. The job would have taken the best hand worker 


^ Beard, Rise of American Cwilizaiion, vol. I, p. 741. 
^ Bogart, Economic Elistory, p. 278. 
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three times as long as the slowest machine/ At the same time, 
water turbines were increasing factory efficiency 50 per cent. 
Sewing machines in carpet factories were doing the work of eight 
or ten men ; in the boot and shoe industry and the manufacture 
of ready-to-wear clothes, sewing machines worked a revolution 
in speed and costs of production. Rapid express service after 
1840 and uniform postage rates a decade later speeded and 
cheapened exchange. In communication of orders, in the settle- 
ment of bank balances, in determining the state of distant mar- 
kets, the telegraph was like a favorable wind. Stimulated by these 
improvements American manufactures in 1850 passed the billion 
dollar mark in value. By i860 this figure was almost doubled. 

THE PRESSURES OF OVERHEAD COSTS 

Tireless, efficient, often requiring but the cheapest unskilled 
labor to tend it, the machine was the creator of industrial wealth. 
In a country expanding as rapidly as the United States in mid- 
century, its use could be extended almost without limit to supply 
the needs of a rich and voracious market. Yet under a system of 
free competition, In an atmosphere of incorrigible optimism, 
there were dangers In mechanization so great that periodically 
the capital of producers was consumed, turning lively enterprises 
into failures almost overnight, turning competition Into cutthroat 
channels, and encouraging the growth of monopolies. 

Like the factories that house them, expensive machines are 
often purchased with borrowed money and thus come burdened 
with fixed Interest charges that have to be met each year. In addi- 
tion, against the time when they have to be replaced a fund for 
depreciation should be maintained. Thus machines are generally 
purchased only when the market outlook seems favorable for a 
long period, when the horizon Is clear of apparent obstacles and 
customers seem to be growing In number and wealth. Only by 
working to full capacity will machines yield maximum returns on 
their original cost. Only when it seems that their maximum pro- 
duction can profitably be sold, therefore, will they be installed. 


^ Rogin, Farm Machinery , p. 126. 
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In a freely competitive society, however, such as America had 
in the middle of the nineteenth century, an expanding market is 
open to everyone. It can be exploited by anyone with capital with- 
out asking permission from government or gild. Thus when at- 
tractive opportunities appear, each enterprising factory manager, 
each railroad operator, each shipbuilder, enlarges his plant, buys 
new machines, rents new land for new buildings. From other lines 
come new investors, each repeating the process, each bitten by 
the bug of optimism, assuming constant expansion of the market, 
constant consumption of all the goods he can produce or deliver. 

In optimistic America, these rash assumptions, on the slightest 
provocation, flourished like green bay trees in investors’ minds, 
and while for long periods these capitalists seemed justified in 
their appraisals of market conditions, every so often they were 
proved wrong. Somewhere there was always an end to the rain- 
bow; its graceful arch started at the bottom, and eventually it 
always returned there. As the unsatiated market drew producers 
to satisfy it, competition among these producers quickly turned 
opportunities to ashes. Soon there were too many railroads, soon 
there was too much cotton cloth or too much salt or flour or 
packed meat; too much, that is, to yield a profitable return. Free 
enterprise allowed free expansion in any line, and free expansion 
periodically unbalanced the market. 

In such situations workers could be discharged, orders for raw 
materials could be withdrawn, salaries could be cut. But the ma- 
chine was untouchable. Interest charges continued even if sales 
did not. To collect some money to pay these charges, therefore, 
businessmen often slashed prices, even selling at appreciable losses 
to attract new buyers into the market or to gobble up a competi- 
tor’s share of it. 

Under such pressure, weak producers always surrender. Un- 
able long to sell at a loss, they soon go out of business. They 
either close their plants or sell them to salvage what they can 
for investment in some more promising venture. To the per- 
severance even of the most economical producers, however, con- 
tinued losses and depletions of capital also set a limit. And when, 
from the gossip of the trade, they learn that their competitors 
would also like to put a stop to ruinous below-cost sales, they 
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meet to seek ways and means to end cutthroat practices. Competi- 
tion is thus curtailed or abandoned. Price agreements replace 
price wars. Markets are divided among former competitors. 
Trade associations are formed to enforce fair-trade practices, to 
see that parties to the new agreements do not break the rules. 
Many companies merge with their competitors on the threat of 
annihilation or, in more equitable cases, to save duplications in 
costs, hoping thus the better to dominate the remaining firms in 
the industry and prevent the reappearance of price wars. 

That is the recurrent pattern of nineteenth century business. 
The machine, an instrument of competition, tended always to 
become mother to monopoly. 

In a community expanding as rapidly as America In the two 
decades before the Civil War, competition was usually preserved 
and monopoly avoided by the sheer elasticity of the market. By 
the fifties, however, there were indications that the burdens of 
overhead costs were beginning to take their toll. The capital of 
cotton factories almost doubled between 1840 and i860, the 
value of their product almost tripled, while the number of 
spindles operated in them increased more than 100 per cent. 
The number of factories, however, fell from 1,240 to 1,091. 
Machine production was making It dIflScult for the Inefficient man 
to stay in business, just as the pressure of great trunk lines was 
making it hard for the Inefficient railroad. Mergers were fre- 
quent in the fifties, the most important being the formation of 
the New York Central Railroad in 1853. In the same year, the 
American Brass Association was formed “to meet ruinous com- 
petition.” In 1854, the Hampton County Cotton Spinners Asso- 
ciation was organized to control price policies. For the same 
purpose in 1855, was formed the American Iron Association. 
In 1857,^® 

a railroad convention . . . in New York City urged the abolition of ex- 
pensive fast trains, free passes, and the ruinous system of seeking business 
by hand bills, runners, and freight solicitors, and the substitution of a uni- 
form and increased freight tarifi. 

In 1849, the Pittsburgh Morning Post revealed a movement 


^^ McMaster, Hzj/orj;, voL VIII, pp. 292, 293. 
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among iron men ^^to break up the small establishments.” “ ‘The 
big fish are going to swallow up the little ones/ ” declared a mem- 
ber of one of the firms involved. The editor commented : 

The wealthy monopolists are anxious to crush those who are doing a 
small business, and get them out of the way, in order that they may fix 
prices to suit themselves 1 

In 1851, the Cincinnati Gazette reported 

About four years ago, the salt manufacturers of the Kanawha River, 
finding that their capacity to manufacture salt, was larger than the demand 
for consumption ; and it having consequently went down to a ruinous price, 
formed themselves into an association, for the purpose of protecting their 
interests, by fixing the price of the article, and limiting the amount manu- 
factured to the actual wants of the west. 

Apparently this association was inadequate for the purpose, for 
in 1851 a new plan was evolved. A joint-stock company was or- 
ganized, composed only of salt manufacturers, based upon a 
compact some of the provisions of which were reported by the 
Gazette: 

. . • one to prevent the transfer of stock, so that it cannot get into the 
hands of speculators ; one to regulate the quantity of salt manufactured at 
any time, so that while it will be ample to supply the regular demand it 
shall not exceed it; one to regulate the price of the article so that foreign 
salt cannot under any circumstances be brought into competition. The pres- 
ent rate is fixed at twenty-five cents per bushel ; but they will not bring any 
into the market, until all outside lots now in the hands of speculators have 
been disposed of. 

These were but a few of the early efforts to escape the penalties 
of overexpansion. How well they worked may be surmised from 
the words of a speaker at a convention of New England railroad 
executives in January, 1 8 51 : 

We make solemn bargains with each other to be governed by certain 
principles and rules, and violate them the same day, by a secret bargain with 
an individual, to obtain a small pittance of freight from another road. . . . 

Hunter, Studies, p. 78. 

Studies, p. 59. 
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The people seeing this, lose all respect for us, as we seem to have none for 
ourselves, and they approach us to dicker with us like jockeys, without even 
thinking that we may deem it an insult. In this way we have already sunk 
our characters so low that the term ‘Railroad man” is one of reproach and 
at once jeopardizes his rights and those of his corporation, even in our courts 
of justice. 


THE WORKER IN THE TOWN 

Besides intensifying competition in some lines to the point 
where it had to be abandoned or pursued sub rosa, the mechaniza- 
tion of American industry led to the rapid growth of American 
cities. Machine production drew thousands of industrial work- 
ers into the new factory towns and into new industrial suburbs 
in the metropolises. Machine production of large quantities of 
goods in specialized areas also created great distribution centers 
in which were mobilized indispensable banking, retail, and trans- 
portation facilities. Ever more prominent on the map, therefore, 
Chicago, Cincinnati, Buffalo, St. Louis, New York, Baltimore, 
Boston, and Philadelphia grew constantly richer, more populous, 
and stronger in political and economic power. They centralized 
control of production and communication and made agrarian 
markets and Industrial workers accessible to the businessmen. 

Machines called to American factories the native poor, the im- 
poverished and ignorant of Europe. Herded Into factory towns 
or into the slums of great cities, housed In jerry-built structures 
eight and ten to the room, these workers created typical municipal 
problems in the fields of sanitation, education, and recreation, 
and in the protection of property from brigandage and fire. 
Anxious to start production as soon as possible, absentee land- 
lords of Holyoke or Chicopee, Manayunk or Conshohocken, 
brought workers to their factories before they supplied the towns 
with streets, sewers, or schools. In the older cities landlords 
moved to new sections, leasing the old to factory workers at 
premiums of 15 to 50 per cent. Production once under way, 
absentee owners saw no need to rush costly Improvements in 
places where neither they nor their families lived. 

A large amount of cheap labor often stimulates business enter- 
prise, especially in a country where natural resources are awaiting 
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development, where agriculture is expanding and manufacturers 
do not have to depend upon their workers for a market. In 
America of the fifties, all these conditions were present, and 
they contributed to the greatest prosperity in the nation’s history 
up to that time as well as the lowest degradation of American 
labor. To the contrast many shut their eyes, pretending to see 
only the flower, forgetting that it had roots in factory towns 
and slums. Had they visited Holyoke in the 1850’s, however, 
they would have seen the condition in which factory workers 
lived. That town’s Board of Health reported in 1 856 : 

Many families were huddled into low, damp and filthy cellars, and 
others in attics which were but little if any better, with scarcely a particle 
of what might be called air to sustain life. And it is only a wonder (to say 
nothing of health) that life can dwell in such apartments. 

Conditions were no better even in the great metropolis of New 
York. Concerning that city the New York Association for the 
Improvement of the Condition of the Poor reported in 1853:^® 

In Oliver Street, Fourth Ward, for example, is a miserable rear dwelling, 
6 feet by 30, two stories and garret, three rooms on each of the first and 
second floors, and four in the attic — in all, ten small apartments, which 
contain fourteen families. The entrance is through a narrow, dirty alley, 
and the yard and appendages of the filthiest kind. . . . In Cherry Street, 
a “tenement house,’’ on two lots, extending back from the street about 
150 feet, five stories above the basement, so arranged as to contain I 20 
families, or more than 500 persons. A small room and bedroom are allowed 
each family in this building, which is of the better class; but the direful 
consequences of imperfect ventilation and overcrowding are severely felt. 
. . , Sub-letting is common in this Ward, which increases rents about 25 
percent. - 

Between 1840 and 1855 many Irish and some German im- 
migrants began to replace American labor In the factories of 
New England and in railroad and canal construction work in the 
West. Accustomed to poverty, Ignorant and strange, they were 
willing to work for next to nothing, to sleep in crowded hovels. 


14 Green, Holyoke, p. 43. 

15 Commons, Labour, voL I, p. 491. 
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to wear out their lives digging ditches, tending machines, doing 
the menial tasks of industrial society. In 1850, in Chicago and 
St Louis there were more foreigners than natives. By 1859 
Massachusetts’ mill population was at least 60 per cent Irish. 
Under such conditions, of course, there were no funds to finance 
labor organizations in the factories, no leaders to develop an 
esprit de corps among factory workers. Even in the fifties, when 
skilled artisans were reviving their trade unions, factory opera- 
tives, alien, ignorant, poor, and unskilled, were left to shift for 
themselves. 

Laboring twelve, fourteen, and sixteen hours a day, such 
workers were too busy to play or show themselves on city streets. 
But If they were hidden from respectable travelers, their presence 
was felt by native artisans who were impoverished by machine 
competition. Their presence was felt also by the politicians who 
organized city voters. As early as 1840 a “nativist” paper 
wrote : 

Our laboring men, native and naturalized, are met at every turn and 
every avenue of employment, with recently imported workmen from the 
low wage countries of the old world. Our public improvements, railroads 
and canals are thronged with foreigners. They fill our large cities, reduce 
the wages of labor, and increase the hardships of the old settler. 

Organized by Tammany politicians and their equivalents outside 
New York, the Irish especially were disliked by all classes in 
American society. Quarrelsome and Catholic, they aroused 
“respectability” to a “Protestant Crusade.” So profound was the 
fear of their foreign culture, so deep the revulsion against their 
low condition in the 1840’s and 1850’s, that strong third parties 
appeared in our politics depending solely on appeals to nativism 
and antipopery and sponsored legislation to exclude from our 
shores alien communicants of the Vatican. In 1855 under the 
name of the Know-Nothings or Native Americans such parties 
elected governors in New Hampshire, Rhode Island, Connecticut, 
Massachusetts, California, and Kentucky. This marked the high 
point of the movement that threatened permanently to divide 
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American Inbor on nationalistic lines. Caused in part by the 
roechanization of industry, by the crowding of alien workers into 
industrial cities, the movement, paradoxically enough, flourished 
also because it opened an avenue of escape for politicians 
frightened by the new problems of this very machine culture. 
Perhaps the most important of these problems was the rising 
conflict between northern industrialists and the vassals of “King 
Cotton. Between 1856 and i860 this sectional conflict at last 
became too intense to be any longer ignored. At the same time, 
because of business depression, the number of immigrants fell 
sharply. Both tendencies helped push the nativist movement 
temporarily into the background. 

While foreign workers thus were attacked on the economic 
as well as the political front, the return of prosperity in the late 
forties was encouraging skilled American printers, stonecutters, 
hat finishers, molders, machinists, and blacksmiths to form na- 
tional unions and to fight for the ten-hour day. These workers, 
however, were few compared to industrial laborers. In the fac- 
tories operatives got nowhere bargaining with employers who 
were already combining successfully to resist their workers’ de- 
mands. Speeding up communication in decades when labor was de- 
pressed, the railroad, telegraph, and improved mail service made 
employer organizations more effective in combating labor unions. 
In the middle thirties, skilled workers organized faster than 
blacklists could be circulated. In the forties and fifties, however, 
forced by cutthroat competition into trade associations, employers 
began to use these new organizations to exchange labor in- 
formation and adopt integrated policies. “Cooperative action was 
also taken,” writes B. H. Meyers, of the Convention of the New 
England Association of Railway Superintendents of 1 848, “in 
the matter of discharging employees and employing persons 
discharged by other companies, and the association adopted a 
form of certificate of discharge covering the occupation, time 
on road, and cause of discharge, which came into general use.” " 
Many years were to pass before industrial workers could organize 
effectively against their richer and stronger employers 
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THE CORPORATION AND THE NATION’S BUSINESS 

Industry is concerned with the production and movement of 
goods. Business is concerned with the making of profits. We 
tend to identify the two, assuming pecuniary gain to be the only 
incentive to economic activity. That there Is no complete identifi- 
cation of the first type of activity with the second, however, is 
clear from the experiences of railroad engineers like John B. 
Jervis of the Delaware & Hudson, Jonathan Knight of the 
Baltimore & Ohio, Roswell B. Mason of the Illinois Central. 
These technicians, eager to build the best railroads with good 
beds, good grades, and durable rails, often came into conflict 
with the financiers, who showed interest in traffic conditions 
only as they affected the movements of securities. Using ex- 
orbitant construction and maintenance charges to line their own 
pockets, many of these financiers supplied their roads with the 
cheapest materials and services and catered to the needs of in- 
dustrial society only sufficiently to Insure themselves maximum 
profits from minimum facilities. That Daniel Drew, Edward 
Crane, or Robert Schuyler was hailed a railroad pioneer In his 
time was not the reward for his contributions to American 
progress but simply the reflection of America’s love of success. 
Railroad securities, not transportation service, were their main 
stock in trade. To get control of our industrial plant they de- 
pended upon business, not technical, skill. Their Instrument was 
the modern corporation. 

The corporate device was used originally In America chiefly as 
a means to accumulate capital for large enterprises. In the 1840’s 
and 1850’s, however, the corporation was already tending to 
control great fortunes with little personal risk for the directors. 
Modern devices like non-voting stock and management shares 
were yet unknown, but diffuse stockholding already was inevitably 
separating ownership from control. As In many other aspects of 
American economy, railroad corporations showed the way in 
this development. 

The railroad in the two decades before the Civil War was 
beginning to dominate not only transportation in the United 
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States, but the whole of American life. It gave tone to American 
industrial business which was tempering American agrarian so- 
ciety. William Ellery Channing felt this as early as 1841 when he 
exclaimed : 

The opening of vast prospects of wealth to the multitude of men has 
stirred up a fierce competition, a wild spirit of speculation, a feverish in- 
satiable cupidity, under which fraud, bankruptcy, distrust, distress' are 
fearfully multiplied, so that the name American has become a by-word be- 
yond the ocean. 

Emerson experienced a similar reaction when he wrote : “ 

The rapid wealth which hundreds in the community acquire in trade 
enchants the eyes of all the rest, the luck of one is the hope of thousands 
and Ae whole generation is discontented with the tardy rate of growth 
which contents every European community. 

More than anyone else, the railroad promoter attracted the 
savings of American widows, doctors, poets, merchants, manu- 
facturers, bankers, and shippers and tied the nation to his 
fortune. Accumulator of great capital, he gave big orders for 
wood, coal, iron, land. Chasing the Indian from the white man’s 
country, opening the West for easterner and European, he ma- 
terialized the ideal of “Manifest Destiny.” Builder of track 
which by i 860 cost more than a billion and a half dollars, he 
represented the greatest investment in the land. No wonder 
businessmen in other lines went to school to the railroad pro- 
moter, and politicians catered to his needs. 

The corporation was as essential to railroad construction as 
the track was to railroad operation. Huge fortunes were required, 
far beyond the means of any single man or any small group. 
In 1845 probably no American besides John Jacob and William 
- Astor, Peter G. Stuyvesant, or Cornelius Vanderbilt was 
worth more than a million or two million dollars. On the other 
han^ to build the Baltimore & Ohio cost about $15,000,000; 
the New York Centml cost about $30,000,000, the Erie about 
$25,000, 000. How impossible to finance construction without 

isChanning, Worh, p. i66. 
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appealing to the public’s purse directly or through the state! 
What opportunities to play fast and loose with ^‘other people’s 
money”! 

As early as 1838 the Western Railroad in Massachusetts had 
2,331 stockholders.^® The New York Central in 1853 had 2,445.^^ 
The Pennsylvania, financed almost entirely by house to house 
sales of stock, had over 2,600.^^ According to the charters of 
these companies, subscribers could vote at stockholders’ meetings 
or by proxies. But where was the hall that could accommodate 
so many thousands of stockholders? Who would pay their pas- 
sage from farm to city, from Buffalo to New York, from Pitts- 
burgh to Philadelphia, from Wheeling to Baltimore? Could a 
farmer leave his crop to vote his share, a storekeeper his shop, 
a miller his mill? Commenting on the free passes that deluged 
his line, President Wilkinson of the Syracuse & Utica wrote, ‘‘It 
snowed like fury all day.” But only editors, judges, preachers, 
and legislators rode free, not stockholders.^® 

“No individual or combination of individuals had a controlling 
monetary influence,” writes Stevens of the New York Central, 
consolidated in 1853. “Such control as there was arose wholly 
from the character and standing of the men possessing it and 
confidence felt in their ability, judgment and integrity.” The 
management of the New York Central earned this confidence. 
Could the same be said of Erie when Daniel Drew got hold of it? 
Yet it took a Vanderbilt to run him out, not an army of little 
stockholders. 

Dispersed over the territory of the roads, unorganized, ig- 
norant of high finance, the railroad “owners” were shut off 
from information, from company funds or company press — em- 
bossed stationery, imposing signatures, free postage. They could 
map no strategy to implement their theoretical power. In a proxy 
election in 1854, the Erie management defeated a stockholders’ 
ticket 35,000 to 9,000. The management had withheld until 


Rise of Railroads, p. 84. 

21 Stevens, New York Central, p. 352. 

22 CIeveland and Powell, Railroad Promotion, p. 187. 
23 Stevens, New York Central, p. 159. 

2^ Stevens, New York Central, p. 352. 



THE AGE OF ENTERPRISE 


70 

after the vote the report of an Investigation Into company affairs. 
This investigation had disclosed falsified treasurer’s reports, 
crooked manipulation of the “construction account.” Bonds had 
been issued to maintain the road ; the receipts had found their 
way Into the management’s pockets. Erie had become a plaything 
of Wall Street; plant and equipment had been allowed to decay 
while Insiders had drained the treasury. In the election the 
manipulators were returned to power; the “owners” returned 
to paying.^® 

In i860 the managers of the Baltimore & Ohio tried to 
escape the fetters of government ownership of some of Its stock. 
Opponents of their effort described President Garrett of the 
road as “by far the most powerful Individual In the Common- 
wealth.” “The removal of state and municipal supervision,” they 
claimed, “would place the road In the hands of a small group 
of Baltimore capitalists who would build up ‘an oligarchy as 
dangerous, odious and irresistible as any that ever ruled or 
ruined a people.’ ” 

“In a former age,” wrote Emerson In 1834, “men of might 
were men of will; now they are men of wealth.” If this seemed 
a prophecy in its time, by the 1850’s It was fact; and it was made 
so by the corporation. Nearly half of all the business corpora- 
tions chartered in America between 1 800 and i860 were chartered 
in the decade of the fifties. Of the 1,448 transportation charters 
granted in Pennsylvania In those sixty years, 637 were issued 
after 1849.^^ General incorporation acts had begun to stimulate 
the demand for charters In nearly all the states. But the growth 
In number of corporations was least portentous. Businessmen’s 
new power came from the opportunities created by the corpora- 
tion for the concentration of the nation’s wealth, for interlock- 
ing directorates and absentee ownership. These opportunities 
were most frequently embraced by railroad men. In other lines, 
however, financiers also were using the new methods to acquire 
wealth and Influence. And the most successful of these financiers 
were the so-called “Boston Associates.” 
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Since Massachusetts was the first Industrial state in the United 
States, technologically the most advanced and productive, it was 
no accident that by 1 860 the possibilities latent in ‘‘corporateness” 
were most highly developed there, with Boston the center of 
activities. By 1850, fifteen Boston families — the “Associates” — 
controlled 20 per cent of the nation’s cotton spindleage, 30 per 
cent of Massachusetts railroad mileage, 39 per cent of Massa- 
chusetts insurance capital, 40 per cent of Boston banking 
resources."^ Their first big Industrial enterprise had been the 
Boston Manufacturing Company, founded In 1813. In i8i8 
they organized the Massachusetts Hospital Life Insurance Com- 
pany, their first venture in that field.-^ After that they added 
steadily to their power in business and politics until in mid- 
century they were among the greatest of the new type of Amer- 
ican businessman. Tightly knit, their organization had power 
far beyond what the simple figures show. They controlled water 
power on the Connecticut and Merrimack rivers and levied 
water rates on their textile manufacturing competitors who de- 
pended upon those waters. They held patents on many important 
machines, and for their use they collected royalties. Builders of 
canals and key railroads, they owned Important transportation 
facilities in their state and section. They financed their Inter- 
prises through their own credit institutions, which also num- 
bered among their debtors many other businessmen and business 
corporations. They insured their factories and other holdings 
through their own companies and sold life and fire policies to 
businessmen throughout the nation. They influenced state and 
local politics and sent Daniel Webster to the United States 
Senate. Lawrences, Lowells, Appletons, Cabots, Dwights, Eliots, 
Lymans, Searses, Jacksons — in a sense they were Massachusetts, 
dominating Its conservative press and pulpit, Its schools and 
platforms, charities and philanthropies, supporting the Boston 
Brahmins and their cultural renaissance. 

These were the “Boston Associates,” the Morgans, Bakers, 
and Stillmans of their day, the modern men who made Holyoke 
a typical company town, Chicopee an industrial suburb, Lowell a 

2 ssyakman, Factory Town, pp. 37-45. 

29 Stalson, Life Insurance, p. 70* 



72 THE AGE OF ENTERPRISE 

great manufacturing city, and spread their empire of factories, 
railroads and canals, water power, real estate and insurance, 
to Dover, Nashua, Manchester, Somersworth in New Hamp- 
shire; Biddeford and Saco in Maine.^® Through their banks they 
speculated in western lands; their Insurance companies bought 
railroad bonds in Missouri, Illinois, and Minnesota. One Iowa 
promoter indicated the range of their influence when in 1842 he 

expressed entire confidence (based upon letters from some of the leading 
Boston capitalists) that if a liberal charter should be granted by the 
legislature, a large portion of the capital necessary to construct the road, 
would be at once subscribed in Boston.®^ 

Living sumptuously on Beacon Hill, admired by their neighbors 
for their philanthropy and their patronage of art and culture, 
these men traded In State Street while overseers ran their fac- 
tories, managers directed their railroads, agents sold their water 
power and real estate. They were absentee landlords In the most 
complete sense. Uncontaminated by the diseases of the factory 
town, they were also protected from hearing the complaints 
of their workers or suffering mental depression from dismal 
and squalid surroundings. In the metropolis, art, literature, edu- 
cation, science flowered in the Golden Day; in the Industrial 
towns children went to work with their fathers and mothers, 
schools and doctors were only promises, a bed of one’s own 
was a rare luxury. 

The corporation permitted ambitious financiers to diversify 
their holdings, to give their energy, insight, and daring to 
multifarious ventures. With the bulk of their personal property 
protected by limited liability, they could speculate with small 
risk and take great chances with other people’s money. Under 
lax laws, their banks and insurance companies could invest in 
almost any type of speculative securities: in stocks and bonds 
of other banks and railroads, in land warrants, mortgages, and 
foreign consols. Unfettered by publicity, corporation directors 
could manipulate accounts, cancel great losses with great suc- 
cesses, pay dividends out of debts. They could speculate with 
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a free hand and fail with impunity. Such license gave an impetus 
to American development that was completely lacking under the 
older system of individual or partnership enterprise, but it also 
left scars on many unwary sufferers. A saddened stockholder 
in ‘‘Associate’’ enterprises expressed the feelings of thousands 
with these words : 

The physician must watch his patient with care and skill, . . . the 
merchant, tradesman, or proprietor of property must assiduously guard his 
interests; the politician must serve his constituents. . . . Only the man- 
agers of our Manufacturing Corporations can outrage right and common 
decency, and then with impunity defy their employees, owners, and all the 
world. 

The “Boston Associates” probably capitalized corporate ad- 
vantages more thoroughly than any others in their times. But they 
were unique only in the range of their activities. Erastus Corning 
of New York, for instance, was also active on a great many 
economic and social fronts. So were Abram Hewitt and many 
others. Corning was a director of the Michigan Central and 
Hudson River railroads and the St. Mary’s Ship Canal Company. 
He was interested in hardware and rolling-mill companies. He 
had been mayor of Albany and state senator. For four years 
during his presidency of the New York Central Railroad he was 
a Representative in the United States Congress. Abram Hewitt, 
ironmaster, was drawn into mines, railroads, telegraphs, land. 
Son-in-law to Peter Cooper, he shared the latter’s business 
and philanthropic activities. His concern with iron tariffs in- 
volved him in politics. Alumnus of Columbia College, he gave 
it much of his time. A similar diversity of interests marked the 
“prominent shipping magnates” who often were presidents and 
directors of marine insurance companies. “A secretary handled 
the routine work; while a retired captain served as inspector” 
for these companies, according to Professor Albion. Their “stocks 
were traded on Wall Street, with frequent fluctuations.” 

Through corporations men could invest in diverse ventures 
with moderate risk. Through stock markets they could withdraw 
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almost at will. Organized security exchanges guaranteed liquidity 
for corporate paper and attracted small investors to great enter- 
prises without forever tying up their savings. That such investors 
thus became prey for bulls and bears in Wall Street and State 
Street, many learned after hard experience, but the stimulation 
their funds gave to the development of the continent was great. 

Organized for the buying and selling of securities, New 
York, Boston, and Philadelphia exchanges were already the 
money markets of the nation when corporations became the most 
active users of capital. By the 1850’s they had drawn funds from 
almost every group in the land. Writing about the years just be- 
fore the panic of 1857, James K. Medbery declared:®* 

The entire country was in stocks. The farmer, the country lawyer, 
jobbers, heavy domestic dealers, the whole foreign trade, were more or less 
holders of shares, bonds, county, city or State paper. These they used as 
capital, drew therefrom dividends or interest, raised money for immediate 
needs by hypothecation, and, in a word, based their business movements 
upon the belief that this property could always be converted into coin or 
employed as collaterals. 

Making their debut on the exchanges in 1830 when Mohawk & 
Hudson bonds were first offered to the brokers, “Rails” became 
most active after 1834. The “Boston Associates” sold shares 
in their enterprises through the Boston and New York exchanges, 
but smaller industrialists found few takers among the investing 
and speculating public. Railroads required more capital than any 
other enterprises and promised highest dividends. Their securities 
fluctuated most spectacularly yet offered apparent security. By 
1850, they dominated the transactions on the New York Ex- 
change and elsewhere. 

With capital so liquid, temptations to manipulate and defraud 
the market were magnified. “The men of those days [the thirties] 
knew everything,” wrote Medbery. Not as famous as the 
plungers of a later day, the Jacob Littles, Nat Primes, John 
Wards, and Jacob Barkers of the thirties worked “corners,” 
“wash sales,” bull and bear stampedes. In the fifties, with the 
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growth of corporations, speculation in the ups and doivns of 
stocks became the respectable avenue to great fortunes, the oc- 
cupation of leaders of society. Stocks were ‘‘bulled” with divi- 
dend announcements or rumors of government largesse, after 
insiders had purchased in low markets ; or “beared” with hor- 
rendous gossip which sent prices tumbling and short sellers buying. 
Often the dividends were paid out of capital, the gossip manu- 
factured in the “Street.” Out of the fluctuations they set in 
motion the great financiers got rich, the little margin traders got 
fleeced. 

Such activities generally were accepted in the spirit of roulette 
or faro. A game among plungers, “Playing the Market” gave 
spice to drab mercantile existence, attracted little Daniels to the 
lions’ den. More important to the business community were 
the frauds perpetrated through the market. Uninspected at Issue, 
fake stocks encountered no barriers if the company in whose name 
they were issued was listed. Thus Robert Schuyler, President of 
the New York and New Haven Railroad, could sell at par for 
his own benefit, in 1854, 20,000 unauthorized shares of stock — 
$2,000,000 worth — in his own company. In the same year, Alex- 
ander Kyle of the Harlem Railroad issued forged stock to the 
tune of $300,000 for his own purse, Parker Vein Coal Com- 
pany officials flooded the market with five times as many shares 
as their charter authorized while President Edward Crane 
of the Vermont Central Railroad for his own profit scat- 
tered 10,000 illegitimate shares so widely that they were Ir- 
retrievable, forcing the legislature to increase the authorized 
capitalization of his road to save his victims from being fleeced/® 

These operations, when discovered, created a financial panic 
in 1854. They depressed prices, made the investing public wary, 
and temporarily frightened capital away from private corpora- 
tions. Only the most flagrant offenders, however, were punished. 
The rest were soon excused. Business, the art of making money, 
had by the fifties “ceased to be a mere occupation which must be 
carried on in accordance with the moral code. It had itself 
become part of that code. Money-making having become a virtue, 
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it was no longer controlled by the virtues, but ranked with 
them, and could be weighed against them when any conflict oc- 
curred.” 

If growing corporations benefited from the accumulation of 
large amounts of security capital in the great money markets of 
the country, they had the private bankers to thank for making 
this capital available to corporate enterprises. Most chartered 
banks in the United States had capsized after the panic of 1837, 
and many states refused to charter any new ones. As corpora- 
tion promoters began to seek more and more funds with the 
return of prosperity in the middle forties, therefore, they had 
to come to great private financiers. Connected with leading 
European houses like Rothschilds or Barings, with headquarters 
in New York, Philadelphia, Baltmore or Boston and branches 
in the hinterlands, such firms as E. W. Clark & Co., Brown 
Brothers, Drexel & Co., Chubb & Schenck, August Belmont, and 
Lee, Higginson thus began to expand their business. On the 
exchanges of the nation they began to arrange flotations of rail- 
road securities, as well as federal, state, and municipal bonds. 
Dealing also in short-term commercial notes, acceptances, cur- 
rency exchange, and land warrants, they had made an important 
part of their business by the 1850’s the handling of long-term 
corporate securities. Still other private bankers were engaging 
in investment banking on a smaller scale, these bankers con- 
centrating mainly on commercial short-term paper. In 1854, ac- 
cording to the Bankers^ Magazine, there were eighteen private 
bankers in New York, ten in Boston, twenty in Philadelphia. 
St. Louis had fifteen and Chicago as many as twenty-five. 

Like insurance companies and savings banks, these private 
bankers grew in wealth and number, the leaders among them 
gradually gaining access to the most important sources of Amer- 
ican and European capital. As governments and private pro- 
moters came to them for funds, they extended their influence 
in American business and American politics. Starting modestly 
in the 1830’s, they had become the greatest powers in the land 
by 1900. 
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BUSINESS AND THE STATE 

Between 1840 and i860 American businessmen constructed an 
industrial plant and developed the financial machinery to control 
it from key points. Still only a small minority of the population, 
however, these businessmen had always to contend with a politi- 
cal state dominantly agrarian in attitude. They had, as well, to 
deal with political tensions within the competitive world of busi- 
ness itself. Labor was making “extravagant^’ demands for a ten- 
hour day, and American workers were trying to restrict the 
importation of immigrants who built the railroads for meager 
pay and tended machines for less. Railroad companies were com- 
peting with other railroad, canal, and turnpike companies for 
traffic monopolies, bounties, and subsidies while ironmasters were 
fighting railroads for tariff favors, and manufacturers and mer- 
chants were battling over protection or free trade. There was 
little unity of purpose, little concentration of forces among busi- 
nessmen in their relations with the politicians of their day. 
Perhaps there was little they needed besides being left alone, 
little they hoped to get from a government dominated by landed 
aristocrats. 

The closing of the Second Bank of the United States was 
a blow to industrial business. The independent treasury was an 
expensive experiment. Wildcat banking was a road to panic and 
depression. Business failed to get Pacific railroads. It escaped 
homestead laws only because southern and western agrarians 
split on the issue. It failed notably in the fight to keep import 
duties high on manufactured goods. 

Only the railroads got what they wanted from the politicians 
in this period — sometimes at the expense of other interests, al- 
most always at the expense of the public. For the railroads were 
still the hope of the farmers; in the fifties, the railroads still had 
the sympathy of the agricultural West, and the political support 
that went with it. The battles in Congress and state legislatures 
over railroad legislation were most frequently among railroad 
representatives themselves fighting over the spoils. Banking 
privileges, monopoly charters, great gifts of land and loans of 
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money were readily bestowed upon the strongest of them. The 
farmers rebelled only when their representatives, gilded by rail- 
road lobbies, became altogether too lavish with gifts from the 
state, altogether too blind to railroad excesses. 

Lobbies are as old as organized governments. They were sent 
by American colonies to Parliament in London, by bank, turnpike, 
canal, and steamboat promoters to American Congresses and state 
capitals. They caught the spotlight in the early railroad age 
because they had more money to spend than ever before, greater 
interests at stake, stronger opponents to advertise their seem- 
ing offenses. Railroad lobbyists were often dishonest according 
to the lights of their age, and their opponents, poorer and out- 
maneuvered, made much of their derelictions. But railroad men 
knew what the people wanted, boldly played interest against 
morality and won. As James Buchanan said to Congress in 

If you defeat them [the railway companies] at this session, they will be 
here m greater force than ever at the commencement of the next. Their 
importunity will never cease whilst the least hope of success shall remain, 
and we have learned from our experience that they have both the ability 
and the will to select shrewd and skillful agents to accomplish their pur- 
poses before Congress. 

Filling political portfolios with railroad stock, stuffing wallets 
with free passes, handing out inside tips on market movements, 
railroad lobbyists found it easy to convince Congressmen and 
Senators in Washington and state capitals that it was to the 
“general welfare of the United States” to build railroads over 
public lands, that they were “cooperating to the public good” 
even while satisfying their own “insatiable avarice and am- 
bition.” Prominent participants in railroad favors were Senators 
Stephen A. Douglas of Illinois, Lewis Cass of Michigan, Thomas 
H. Benton of Missouri, each an investor in western lands, a 
speculator in railroad securities. Between 1850 and 1857 they 
helped the railroads to 25,000,000 acres of public land, free 
beyond the cost of their own unofficial services. From willing 
states and cities lesser politicians got enormous railroad loans. 
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From Congress they won, in addition, low tariffs on British 
rails. 

Ironmasters alone protested regularly against these railroad 
^gg^^ssions, but in doing so they had themselves to adopt railroad 
practices. Led by Abram Hewitt of New Jersey, they petitioned 
Congress in 1849 for protection of domestic rails. They argued 
for high tariffs in Bryant’s New York Evening Post, and they 
hired the professional lobbyist John L. Hayes to represent them 
in Washington. The only result of their activity, however, was 
a lesson in democracy, Hayes “early learned,” writes Allan 
Nevins, “that if the ironmasters wished results, they must show 
they had political strength. If they could prove that they con- 
trolled 60,000 votes in New York, New Jersey, and Pennsylvania, 
they would be treated respectfully.” “ ‘I can name a dozen poL 
iticians,’ ” wrote Hewitt to his colleagues in 1851, “ Vho can do 
us more good than one thousand ironmasters, but they must 
be paid. Last year we were deficient in means, and this year 
we will fail beyond a doubt unless every man send in his quota/ ” 
In 1852, after a visit to Washington, Hewitt wrote: “ ‘(i) No 
tariff bill can be passed without Southern and Western votes; 
(2) These votes cannot be secured unless a concession is made 
on railroad iron.’ ” 

Until after i860, most of the rails used on American railroads 
were imported from England at prices American producers could 
not match. So discouraged were they that as late as 1857, ‘Pitts- 
burgh did not have a single mill engaged In the manufacture” of 
rails. 

State and local legislatures were eager to extend every privilege 
to the railroads in order to get the roads to pass through their 
towns, to make their villages railroad terminals. They were sus- 
ceptible to every evidence of railroad favor, eager to grant any 
rights promoters might require. Monopoly of traffic between 
terminals was often sought and, In the early days, was frequently 
bestowed.®® Always contested by shippers and by other types of 
transportation companies, such monopolies often were retained by 
bribery and wit. Thus the Camden & Amboy in 1831, presented 
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to the state of New Jersey 1,000 shares of stock. The string 
attached to the gift was the provision that these must be sur- 
rendered ^‘if . • . any other railroad should be constructed be- 
tween New York and Philadelphia.” ‘The purpose of this act,” 
writes Doctor Lane, “was admittedly to insure a monopoly of 
traiffic through the reluctance of any future legislature to forfeit 
an asset with a nominal value of $100,000.”^° 

Second only to monopoly, were banking privileges : the right 
to finance construction by the issuance of bank notes the only 
security for which was the proposed railroad. This privilege 
proved so fascinating that many companies ignored altogether 
their initial purpose to live richly off the printing press. Accord- 
ing to the historian of banking in Mississippi : 

From December 20, 1831, when banking privileges were conferred on the 
West Feliciana and Woodville Railroad, until the crash came in 1837, 
Mississippi was gridironed with imaginary railroads, and beridden with 
railroad banks. In these enterprises there was more watered stock sold than 
cross-ties laid ; reckless speculation brooked nothing as prosaic as the actual 
construction of railroads, on the successful operation of which it was 
supposed fabulous dividends would be declared. 

So pernicious had these banking privileges become that, be- 
tween 1835 and 1850, South Carolina, Georgia, Illinois, Wis- 
consin, Michigan, Florida, Pennsylvania, and Alabama prohibited 
them. In 1857, Kansas and Nebraska followed suit. 

Where monopoly and banking powers failed to attract rail- 
roads to states or municipalities, loans and land grants suc- 
ceeded. In the forties, while the states were still trying to 
extricate themselves from their earlier misadventures in rail- 
road finance, the cities were the most generous grantors of 
their credit. By 1853, Wheeling’s railroad debt was $55 per 
capita ; Baltimore’s was $43 ; Pittsburgh’s, $34; St. Louis’, $30 ; 
Louisville’s, $25 ; New Orleans’, $23 ; Philadelphia’s, $20— mak- 
ing a total of about $21,000,000 for these cities alone.^^ 

After 1850, the states once again Interested railroad men, 
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and their lobbies once more invaded legislative halls. Across the 
Mississippi were new states that had not been in the Union during 
the boom of the thirties, and older ones that had not then gone 
overboard on railroad bonds. In the fifties, these states repeated 
the mistakes of the more experienced ones, with the same con- 
sequences after 1857. 

Easy prey to railroad promises, Minnesota and Missouri, 
between 1850 and the panic, used their credit to buy railroad 
bonds amounting to more than $22,000,000. In addition, they 
gave away a fortune in timber and agricultural land. Like other 
western states, they had become trustees of undistributed federal 
lands within their borders, with power to give such lands to the 
railroads. The scramble among the roads for these lands in 
Wisconsin in 1856 was typical. There the La Crosse & Mil- 
waukee railroad company won the prize of a million acres by 
distributing about nine hundred thousand dollars in securities to 
the right people: “to 59 members of the Assembly, $355,000 
worth; to 13 Senators, $175,000; to Governor Coles Bashford, 
$50,000; to other state officials, including one judge of the 
Supreme Court, $50,000; and to the governor’s private secretary, 
$5,000.” The rest was distributed among the lobbyists and their 
assistants who had worked to such good purpose in the legislative 
halls in Madison. By 1858 the road had gone bankrupt and the 
bribed got nothing but opprobrium for their greed. Only the 
governor had had the good sense to turn his $50,000 bonds into 
$15,000 cash. He spent the rest of his days in Arizona after a 
legislative inquiry revealed the corruption.^® 

The “Gilded Age” in American politics obviously began with 
the railroads, not with the Civil War and Reconstruction. 

THE PANIC OF 1857 

Westward, ever westward, ran the railroad promoter, the rail- 
road lobbyist, the hopes of eastern financiers. A cloud in 1851, 
a squall in 1854, hardly checked their speculative flight. The 
storm gathering in New York, the shadows it was casting over 
the money markets in Boston and Philadelphia caused little ap- 
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prehension — until in 1857 the lightning struck. In a trice paper 
collateral was burned away and thunder echoed the crash of 
banks, railroads, factories, and canals. 

The panic of 1857 was not as severe as that of 1837. The 
earlier boom had been a land boom based upon premature ex- 
pectations from the unbroken soil ; the later one, a railroad boom, 
was based more reasonably upon the hope of traffic from cul- 
tivated farms and busy factories in new cities. Expectations still 
outran reality by a wide margin, but not quite as widely as before. 
There was real value in the roads actually constructed, there 
were great quantities of goods to exchange, new city populations 
to feed, new plantations that were turning to the East and 
West for food and clothing, for the necessities and luxuries of 
life. These changes gave reasonable grounds for the expectation 
of profits, built legitimate foundations for optimism. But op- 
timism always feeds upon itself, blows itself up beyond reason. 
In the middle fifties. It had soared to the stratosphere of fancy, 
ready to disappear. 

By 1850, the vestiges of the long depression after the panic 
of 1837 had vanished. Victory in the Mexican War, the flow 
of California gold, the rapid growth of population and its steady 
movement to the rich and virgin West created a new tide of 
confidence. In the next four years every line of business boomed; 
commodity prices started their ascent, and profits kept the pace. 
In response, often with railroad stock as collateral, manufacturers 
borrowed to expand their plants, merchants borrowed to allow 
their western debtors longer credits. Both were joined by doctors, 
lawyers, teachers, writers, in gambling on precarious margins 
In Wall Street or State Street or through brokers’ offices in the 
hinterlands connected by telegraph with the great exchanges in 
the East. T o meet these new and continuing demands upon their 
resources, the banks of the country, besides issuing notes, created 
new instruments of credit In the form of call loans and deposits. 
Between 1848 and 1 854, these three items — ^notes, loans, deposits 
—jumped from $538,000,000 to $950,000,000. By 1856, they 
had soared to $1,042,000,000. Collateral consisted chiefly of 
personal paper not acceptances, railroad stock not gold. 

Between 1850 and 1857, 2,300 miles of track were constructed 
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annually in the United States at an average cost of $60,000,000. 
Funds from every walk of life, from every section of the land, 
were pouring into eastern money markets and out again to western 
railroads to push construction of the Illinois Central, the Rock 
Island, the Hannibal & St. Joseph, the Pacific Railroad of 
Missouri; to extend the Pennsylvania, the Erie, the Michigan 
Central and scores of other lines in the North, East, South, 
and West. By i860, $1,500,000,000 was Invested in American 
railroads, more than 25 per cent of the total active capital in 
the country. No wonder the financial structure collapsed when 
the railroads did not show profits as soon or as great as an- 
ticipated. 

According to Hiinf s Merchanfs Magazine^ there was Increas- 
ing difficulty, in August, 1853,^^ 

in introducing new enterprises requiring financial aid from either domestic 
or foreign capitalists, and the limit to the issue of this class of bonds would 
appear to be nearly reached. The works of internal improvement now in 
progress will, most of them, be completed, and a few connecting links 
may yet be undertaken; but we do not think the market, either here or 
abroad, will sustain any material outlay for new schemes. 

The magazine was correct in its analysis, though mistaken 
in its prediction. It had not allowed for the momentum of 
speculation, for its inability to reverse its direction despite sharp 
warnings of danger ahead. Steady Immigration had kept industrial 
labor costs low, but raw materials for manufacturing, and ties, 
rails, cinders, and gravel for railroad construction, were rising 
steadily in price. Transportation charges and interest rates fol- 
lowed suit, and costs thus began their usual upward course, 
gradually threatening the continuation of profits and beginning to 
frighten capital from the market. By 1854 businessmen were 
already feeling uncertain about the future. In that year the 
outbreak of the Crimean War and the revelation of gigantic 
stock frauds in England and America caused widespread liquida- 
tion and created a minor panic. Depression might well have set 
in then, had It not been for CaUfornia gold which permitted 
continued expansion of American bank credit, and two acts of 
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Congress which gave new stimulus to land and railroad specula- 
tion. 

These two acts were the Graduation Act and the Kansas- 
Nebraska Act. The first, reducing the price of unclaimed land 
in some cases to twelve and one-half cents an acre, led to huge 
speculative purchases. Land sales, that since 1840 had averaged 
less than $2,000,000 a year, jumped for the three years 1854- 
1856 to a total of $29,673,983. How much of this was actually 
taken up for settlement is, of course, impossible to tell, but the 
febrile activity gave a great impetus to investment in struggling 
railroads and to the promotion of many new ones despite the 
prevalent tightness of money. 

In opening up great territories to settlement by slaveholders 
and free farmers alike, the Kansas-Nebraska Act unloosed in a 
compact area all the pent-up feeling between North and South. 
Zealots from each section stormed the region, hotly competing 
for control. Since dominance would go to the side with the largest 
number of supporters. Immigrant societies In the North and great 
planters in the South sent settlers West, promising them all 
expenses provided they would stay on the land. By i860, the 
combined population of both territories was 136,047. The speed 
and size of the migration created a local land boom of great 
proportions and Influenced speculation throughout the country. 
With so many people streaming West after 1854, there was 
little chance to check accounts, no time for panic. 

Their hopes heightened by these new developments, specu- 
lators could afford to ignore for a while the constant scarcity 
of money, the usurious rates demanded for loans. Money was 
tight after 1853, and tight It remained until 1858. Interest rates 
on all types of commercial paper were higher than in twenty 
years, call loan rates rose steadily, but speculation did not let up. 
Prices on railroad stock fluctuated sharply between 1853 and 
1857, ^he general trend was down. Yet the turnover in- 
creased steadily, many still playing for the rise, hoping for the 
completion of their favorite roads and for golden streams of 
dividends. 

As time went by and dividends failed to appear, hope turned 
to uncertainty, uncertainty to fear. The Crimean War had 
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drained British and French funds from the American market, 
thus pushing stock prices down faster than before. The decline 
was further accelerated by the 15 per cent rise in American 
commodity prices between 1856 and 1857, and by the difi&culties 
this promised for the continuation of railroad construction. By 
the summer of 1857, railroad stocks had fallen 45 per cent from 
the peak of 1853.^® Nearly every bank in the land had loaned 
on such collateral; now all were jittery. The failure of the Ohio 
Life Insurance & Trust Company in August, 1857, brought col- 
lapse. The weakest link in a weak chain, the Ohio company was 
one of the first to have to sell railroad stock to meet depositors’ 
demands. Its holdings by summer were so greatly depreciated 
that its New York branch had to suspend payment. The panic 
was on. 

In the absence of a national bank. New York, after 1840, had 
become the reserve city of the nation. Western banks, country 
banks, great banks in other cities, deposited their surplus funds 
there for note redemption. New York’s less stable institutions 
paid interest on these deposits, thus attracting them from sounder 
banks to use them for their own profit. The result was the great 
growth in call loans and their employment in speculation on the 
New York Stock Exchange. Here was the most liquid market 
in the country, hence the safest place for funds that might be 
called for at any instant. This gave a great boost to stock specu- 
lation, and created grave danger in time of panic. 

When the Ohio Company failed, western banks began to de- 
mand their funds from New York. This only aggravated the 
seasonal withdrawal which had forced contraction in 1851 and 
1854. The banks should have been prepared but were not. Thus 
they had suddenly to call in their loans, forcing speculators to 
sell stocks at any price to turn them into cash. In a week thirteen 
leading issues dropped 40 per cent; the best bonds, 10 per cent. 
In six weeks, Reading, Erie, Illinois Central, and Michigan 
Central failed. The market had collapsed, and the banks with it, 
for they had depended upon railroad securities for their own 
collateral. 
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During September, Philadelphia and Baltimore financial houses 
closed. In the West, but for the Bank of the State of Indiana, 
every bank shut down. In New York on October 13, eighteen 
small and medium-sized banks whose directors had speculated in 
western funds, closed their doors while the rest rushed to suspend 
specie payment. By mid-October, deposits in New York had fallen 
from sixty-nine to forty-three million dollars, loans from one 
hundred twenty to ninety-seven million.^ This marked the end of 
deflation. 

In the next few months, gold poured in from California to 
be kept In New York, indeed in such quantities that a loan from 
the Rothschilds through August Belmont could be returned im- 
mediately. Down to eight million on October 17, specie In New 
York banks at the end of the year was at twenty-eight million, 
and specie payments were resumed on December 14. The panic 
was over. 

The panic of 1857 International panic, affecting all the 

industrial countries of Western Europe. It might well have 
started In London in June had not the activity of the Rothschilds 
in underpinning shaky banks in England and on the Continent 
delayed it for a time. Late In 1857, however, after the Ohio 
Company collapse, depression was rife in the old world. For us 
perhaps most important was the effect this had on the South. 
Having weathered the domestic panic better than any other 
section of the land, the South felt a justification of its economy 
in comparison with that of the North and West. Even the English 
collapse affected the cotton market only slightly, thus making 
more confident than ever the devoted subjects of “King Cotton.” 

OPTIMISM AND PROTEST 

Hardly checked by the panic, unabashed by the immensity of 
the task, northern businessmen, by i860, were ready once again 
to resume their conquest of the continent. They were ready once 
more to bind to older regions each new city and each new farm- 
ing area. They were ready to make mine, forest, river, and field 
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yield richer and richer tribute to new machines. Work, scheme, 
bargain, sell! — that was the new circle of northern life. Land 
of a thousand newspapers, each with recipes for begetting wealth I 
Land of churches, schools and lyceums, telegraphs and cables, 
each singing paeans to the power of money! Offended by the 
materialism of changing America, Emerson described his coun- 
try in 1844:^^ 

In America, out of doors, all seems a market, in doors, an air-tight 
stove of conventionalism. Everybody who comes into our houses savours 
of these habits; the men, of the market; the women, of the custom. I find 
no expression in our state papers or legislative debate, in our lyceums or 
churches, specially in our newspapers, of a high national feeling, no lofty 
counsels, that rightfully stir the blood. I speak of those organs which can 
be presumed to speak a popular sense. They recommend conventional vir- 
tues, whatever will earn and preserve property; always the capitalist; the 
college, the church, the hospital, the theatre, the hotel, the road, the ship, 
of the capitalist — ^whatever goes to secure, adorn, enlarge these, is good, 
whatever jeopardizes any of these is damnable. 

Webster was the hero of the North — ^not Emerson, Parker, 
Garrison, or Phillips ; Webster the tariff man, the land speculator, 
the corporation lawyer, politician for the Boston Associates, in- 
heritor of Hamilton’s coronet. ‘‘The great object of govern- 
ment,” said he, “is the protection of property at home, and re- 
spect and renown abroad.” For these he preached union; for 
these he surrendered the fugitive slave. 

America had been the hope of the oppressed. Founded as an 
asylum, conceived in liberty, dedicated to the soul of man — or so 
it seemed to radicals in the fifties — It had in their eyes become 
Instead a land of greed and oppression. Agricultural simplicity 
had been left far behind, they said, and agrarian Individualism 
had been curtailed by the growth of factories and Industrial cities, 
by the urban movement of population, by the emergence of a 
landless proletariat. Some, like Dr. Oliver Wendell Holmes, 
found new hope in these changes and described a great and glow- 
ing future for industrial America. Holmes wrote ; 
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I tell you Boston has opened and kept open more turnpikes that lead 
straight to free thought and free speech and deeds than any other city of 
live men or dead men — I don’t care how broad their streets are, nor how 
high their steeples. 

And on the same theme he expressed himself again: 

A new nursery, Sir, with Lake Superior and Huron and all the rest of 
’em for washbasins! A new race, and a whole new world for new-born 
souls to work in! And Boston is the brain of it, and has been any time 
these hundred years! That’s all I claim for Boston — ^that it is the thinking 
center of the continent, and therefore of the planet. 

But the radicals of New England thought they knew better. 
Emerson complained : 

In Boston is no company for a fine wit. There is a certain poor-smell 
in all the streets, in Beacon Street and Mount Vernon, as well as in the 
lawyers’ offices, and the wharves, and the same meanness and sterility, and 
leave-all-hope-behind, as one finds in a boot manufacturer’s premises. 

In a wilderness of stocks and bonds, cutthroat competition and 
growing monopoly, optimism seemed quite fatuous. Foolish to 
hope for the spirit in the world of the flesh I “Money is this day 
the strongest power of the nation,” cried Parker, and in his 
“Sermon on Merchants” he expressed for all time his burning 
hatred of the new society to whose spiritual needs it was his duty 
to attend. He told his Boston Congregation : 

The bad merchant still lives. He cheats in his trade; sometimes against 
the law, commonly with it. His truth is never wholly true nor his lie wholly 
false. . . . He is the stone in the lame man’s shoe. He is the poor man’s 
devil. The Hebrew devil that so worried Job is gone, so is the brutal devil 
that awed our fathers. But the devil of the nineteenth century is still extant. 
He has gone into trade and advertises in the papers. He makes money; the 
world is poorer by his wealth. He can build a Church out of his gains, to 
have his morality, his Christianity, preached in it, and call that the gospel. 
He sends rum and missionaries to the same barbarians, the one to damn, 
the other to save, both for his own advantage, for his patron saint is Judas, 
the first saint who made money out of Christ. He is not forecasting to dis- 
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cern effects in causes, nor skillful to create new wealth, only spry in the 
scramble for what others have made. In politics he wants a Government 
that will ensure his dividends ; so asks what is good for him, but ill for 
the rest. He knows no right only power; no man but self; no God but his 
calf of gold. 

The factories that made the businessman rich populated the 
cities with alert minds. The machines that depressed the workers 
cut as well the cost of printing and gave these new minds food. 
It was to them that Emerson, Phillips, Garrison and Parker, 
Bryant, Leggett, Owen, and Greeley spoke. Under their leader- 
ship, in the forties and fifties, especially in New England but 
in the middle states as well, there was a great intellectual and 
religious awakening, driven by the new exploitations of the times 
into humanitarian channels. Prohibitionists, Abolitionists, Fem- 
inists, Public Educationists, Communists, Fourlerists, Owenites, 
Millerites, Mormons, Evangelists, Prison, Diet, and Dress Re- 
formers — all wrote letters, essays, books; held meetings, conven- 
tions, debates. Nightly, crowded lyceums heard propagandists as 
varied as the languages of Babel, each with a plan to change the 
world or to save its denizens In a novel way. For a time, they 
made a great noise, caused a great tumult. The Civil War stilled 
them. They had not altered the course of northern business; 
they did not slow Its conquest of the land, the people, the press, 
or the church. In the end they had only accelerated its conquest 
of the South. 



V 


TRIAL BY BATTLE 


THE decade ending with the panic of 1857 unprece- 

dented prosperity in the United States. Western farms, southern 
plantations, northern factories had grown constantly in size and 
number, had brought forth ever greater quantities of goods. Each 
section of the country had begun to specialize in its own most 
profitable enterprises: the West producing food for the nation; 
the South, cotton for northern and English factories; the North, 
manufactures for every corner of the land and transportation 
facilities to deliver them. This was a decade of rapid intercourse, 
of increasing dependence of one section upon another. It was a 
decade of constant expansion and yet of growing unity. The tele- 
graph in an instant conquered a thousand miles with the messages 
of a business culture, the railroads sped to far-flung regions 
goods, men, books and magazines. Yet over all, casting a dark and 
sinister shadow, hung the cloud of secession, of disunion, the 
threat to sunder the nation into slave states and free. 

New York and Boston capitalists, in this decade, had supplied 
most of the funds for the construction of factories, railroads, 
ships, and canals, for the mortgaging of farms and plantations. 
And they had, therefore, gathered up the greatest profits. On the 
other hand, the old South had managed desperately to cling 
to national political leadership despite the severe limitations of 
its single-staple, slave economy. As more and more southern 
wealth went to enrich northern industrialists, bankers, and ship- 
pers, southern leaders were more and more deeply offended with 
northern affluence, and when in i860 their political supremacy 
seemed also about to be captured by the North, they decided to 
break up the nation. On more than one earlier occasion South 
Carolina had tried to organize her neighbors in the Cotton 
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Kingdom, only to fail because of lack of public support. By 1861, 
however, her leaders had finally lined up most of the other states 
below the Mason-Dixon line and marched with them out of the 
Union. The threatening secession cloud had burst. 

Coming so soon after the panic of 1857, this forceful severance 
of relations with the South plunged northern business into a new 
decline. Huge debts became uncollectible, ships and factories were 
made idle by the unavailability of cotton, while war threatened 
to bring new taxes, new regulation, new government interference 
with the normal functioning of trade. Northern businessmen 
made no secret of their opposition to war with the South. But 
they could offer no plan to avoid it, and by April, 1861, hostilities 
had begun. 

If northern businessmen opposed war with the South before 
such a war had opened, once it was under way they knew pre- 
cisely how to make the most of it, and by 1863 a war boom was 
in progress. The South had broken up the Union when northern 
votes had conquered the planter aristocracy and captured control 
of the federal government. During the war the spoils of that 
conquest were bestowed lavishly upon many manufacturers in the 
form of lucrative contracts, cheap labor, high tariffs; railroad 
men and land speculators got huge grants from the public do- 
main; bankers received war securities to market at handsome 
premiums; trade was facilitated by nationalization of the cur- 
rency, by the creation through government loans of a great 
reserve of credit for business purposes. The opportunities pre- 
sented by these spoils of political victory dissolved the gloom 
that had settled over American business in 1861, and by the 
middle of the war farms, factories, railroads, and canals were 
paying dividends as high as 40 and 50 per cent. Plants were 
consolidated, expanded, mechanized. New techniques and modern 
equipment were introduced into all lines of business engaged in 
war work. And the volume of production soon became so great 
that businessmen were able to fill every order of the army and 
navy and to cater as well to the extravagant tastes of the new 
“sybarites of shoddy” who had begun to appear in America — 
men who had made great fortunes by selling to the government 
the cheapest kinds of clothing, blankets, munitions, and food. At 
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the end of the war the South was exhausted, prostrate, her 
economy shattered, many of her people homeless and impov- 
erished. In the North there was a greater industrial plant and 
stronger concentration of capital than had ever been found there 
before. 


THE HOUSE DIVIDED 

Until 1845 southern Ohio, Indiana, and Illinois had dominated 
the American West. Tied to the South by the great rivers that 
carried their produce to market, by settlers who had come from 
Virginia, Kentucky, and Tennessee, by slavery that had filtered 
in unmolested though prohibited by law in the Northwest Terri- 
tory, these regions had frequently united with the slave power 
to check the surge of northern industry. They had helped the 
South kill the national bank. They had helped diminish the pro- 
tection afforded to eastern manufacturers. They had helped aug- 
ment the agricultural area of ‘‘King Cotton.” In politics, there- 
fore, as well as in sentiment, they were essential portions of the 
“Cotton Kingdom,” and after 1 845 as southern supremacy In west- 
ern states was threatened by the more northerly sections around 
the Lakes, the planters had to find new ways to keep the West 
in line. Above all else the South feared high tariffs on manufac- 
tured goods. And above all else the northern part of the West 
wanted cheap land, .Pacific railroads, and federal river and harbor 
Improvements. In exchange for votes against high-tariff bills, 
therefore, the planters began to promise all these things to west- 
ern politicians. This was a shrewd game as played by the South 
and, for a time, a successful one. In the end, however, it was 
doomed to failure. The South could not grant the West free 
homesteads without sacrificing southern political hegemony. She 
could not grant a Pacific railroad through Chicago without 
further enriching the hated North. She dared not sanGtIon 
river and harbor bills for which the South would have to pay 
while the Lake region got the benefit. The South could promise, 
but she dared not deliver. Her strength lay In using the West, 
not in gratifying it. And as early as 1847 the West had begun 
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to rebel. After the veto of the rivers and harbors bill that year, 
the Chicago Daily Journal exclaimed: ^ 

The North can no longer be hoodwinked. If no measures of protection 
and improvement of anything North or West are to be suffered by our 
Southern masters, if we are to be downtrodden and all our cherished in- 
terests crushed by them, a signal revolution will eventually arise. 

And the Cleveland Plain Dealer^ severing its relations with the 
southern Democracy on the same occasion, cried, “We do not 
belong to the blubbering party,” This paper “threatened a com- 
bination of the East and West to check the South and called 
upon freemen from the North to rally under the cry of let the 
boundaries of slavery be set.’ ” ^ 

A new climate thus had begun to permeate the West by the 
late 1840’s, a northern climate dedicated to progress and free- 
dom. In the turbulent decades before the Civil War, New York, 
New England, and Pennsylvania had gathered up the funds of 
the nation, had developed financial techniques to manipulate them 
and mastered the arts of credit expansion. With these they had 
invaded the West. They had bought up western land, gridironed 
it with canals and railroads, settled it with northerners and Euro- 
peans, sold them manufactures and taken their produce in return. 
By 1857, northern capitalists had completed their trunk lines to 
the Mississippi; New York had supplanted New Orleans as the 
entrepot for western exports ; Chicago, Cleveland, Buffalo were 
ready to challenge Cincinnati and St. Louis for western municipal 
leadership. Just as the South by 1830 had become a minority 
in the nation and had to rely on the West for her strength, so by 
i 860 the southern parts of the old Northwest had become minori- 
ties in their respective states and southern strength was gone. 

The South was not friendless in the North. In New York, 
James Gordon Bennett attacked the villfiers of slavery, asking: ® 

What business have all the religious lunatics of the free states to gather 
in this commercial city for purposes which, if carried into effect, would 
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ruin and destroy its prosperity? . . . Public opinion should be regulated* 
These abolitionists should not be allowed to misrepresent New York. . . . 
On the question of the usefulness to the public of the packed, organized 
meetings of these abolitionists, socialists, Sabbath-breakers, and anarchists, 
there can be but one result arrived at by prudence and patriotism. They are 
dangerous assemblies — calculated for mischief, and treasonable in their 
character and purposes, . . . That half a dozen madmen should manufac- 
ture opinion for the whole community, is not to be tolerated. 

In Massachusetts, Caleb Cushing cried for defense of the South 
against abolitionist fury. Virginia must be protected from Ohio 
raiders, he warned.^ 

If not, then are the days of the great Union numbered, and they ought 
to be numbered. If not, then I say it is the right, nay it is the duty, of the 
southern states to separate from the northern states, and to form a confed- 
eration of their own. 

President Pierce had been friendly to the great planters though 
he was a New Englander. Buchanan himself was a Pennsylvanian. 
Northerners like the Belmonts, Vanderbilts, and Astors in i860 
had given time, money, and the benefit of their prestige to defeat 
Lincoln. New York and Philadelphia had refused to vote for the 
Republican candidate though his party won control of most of 
Pennsylvania and the Empire State. 

For thirty years, however, the South had been exploited by 
her northern friends, flayed by northern abolitionists. Through 
lyceum, press and pulpit, Garrison, Parker, Phillips, and Weld, 
Beecher, Birney, GIddings, and Stowe, had kept up a steady fire, 
while in Congress Sumner, Seward, Chase, and Wade added ofii- 
cial fuel to the flame, attacking in turn southern slavery, southern 
culture, southern leaders, southern domination of the federal 
government. “The cause of civilization and human improvement 
would lose nothing by their annihilation,” said Birney of the 
slave states in 1844. “The South is full of mulattoes,” cried Theo- 
dore Parker; “its ‘best blood flows In the veins of slaves.’ ” 
Garrison shouted In 1845 : ® 

The SLAVE POWER must be attacked and vanquished openly as such, and 
no quarter given to it either in gross or in part. . , . There is but one 
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mode and one alternative presented to the people of the free states, and that 
is to have no religious, no political union with slave holders. 

And again he said : ® 

We would sooner trust the honor of the country ... in the hands of 
inmates of our penitentiaries and prisons than in their hands. . . . They are 
the meanest of the thieves and the worst of the robbers. . . . We do not 
acknowledge them to be within the pale of Christianity, of republicanism, 
of humanity. 

The more wealth the South had contributed to northern manu- 
facturers, northern bankers, northern shippers, and northern 
brokers as the prewar decades unfolded, the fairer game she 
seemed for northern agitators crying out against the slave foun- 
dation of her culture. 

Southerners, of course, had jumped to the immediate defense 
of their section. Calhoun and Stephens, Yancey and Rhett, Har- 
per, Hammond, and Professor Dew had evolved a 'Tro-SIavery 
Argument” to justify before a hostile world every facet of their 
“peculiar institution.” As early as 1839 Calhoun had set the 
key for this defense when he said : ^ 

We now believe it [slavery] has been a great blessing to both of the 
races — ^the European and African, which, by a mysterious Providence, have 
been brought together in the Southern section of this Union. The one has 
greatly improved, and the other has not deteriorated ; while, in a political 
point of view, it has been the great stay of the Union and our free institu- 
tions, and one of the main sources of the unbounded prosperity of the whole. 

Another tack was to carry the fight directly to the North. Ham- 
mond cried, in 1858 : ® 

Your slaves are white, of your own race. You are brothers of one blood. 
They are your equals in natural endowment of intellect and character; 
they feel galled by their degradation. Our slaves do not vote. We give 
them no political power. Yours do vote; and being in the majority they are 
the depositories of all your political power. If they knew the secret that the 
ballot box is stronger than an army with bayonets, and could combine, 
where would you be ? Your society would be reconstructed, your government 
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overthrown, your property divided, not as they have mistakenly attempted 
to initiate such proceedings in parks, with arms in their hands, hut by the 
quiet process of the ballot box. You have been making war on us to our 
very hearthstones. How would you like us to send lecturers or agitators 
North to teach the people this, to aid and assist in combining and to lead 
them? 

Often these southerners spoke of secession, often they threat- 
ened. “The South can do nothing to redress her wrongs as 
long as she stays in the Union,” wrote John Townshend of 
Charleston in 1850. “It is the highest duty of patriotism,” 
exclaimed the Savannah Georgian in 1851, “to wage an undying 
hostility to this Union.” 

As long as the South had been dominant in the councils of the 
nation, however, as long as she had been able to count on western 
support to check the industrial North, most of her leaders had 
opposed secession. While northern abolitionists belabored them, 
to the discomfiture of the great capitalists in both sections, south- 
ern politicians had won Texas, the Fugitive Slave Law, the repeal 
of the Missouri Compromise, the Dred Scott case, the low tariff 
of 1857. In addition, they had obstructed federal aid to internal 
improvements, protective tariffs for northern manufacturers, a 
national bank, ship subsidies, homestead laws. “The real cause 
of this Southern disposition to listen to the appeals of the 
Palmetto nullifiers,” wrote George Weston in 1858, “was South- 
ern discontent at the prosperity of the North.” ® And as long as 
the South had had the power to rein that prosperity, to postpone 
the political ascent of “business,” to trammel up the “tradesmen” 
whom she affected to despise, she had been ready to endure abuse 
and Union both. Starting in 1850, South Carolina had devoted 
herself to organizing a southern confederacy, to trying to get Vir- 
ginia to take the lead in secession, to get Georgia and Mississippi, 
Alabama and Louisiana, Texas and Florida, North Carolina and 
Arkansas to follow. But she had never succeeded. So persistent 
had been her efforts, so frequently were they failures, that by i 860 
James Russell Lowell could sneer at her threats as “the old 
Mumbo Jumbo.” Seward could deride them as “a feeble and 
muttering voice.” Thurlow Weed could write: “Dissolving the 
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Union is a game for the presidency. It is nothing but a game.” ” 

By i860, however, times had changed at last in South Caro- 
lina’s favor. The whole South had now lost political power, and 
secession thus had ceased to be simply a South Carolinian threat, 
simply a ‘‘game.” As early as May 20, 1859, a rural South Caro- 
lina editor crystallized the feelings of the South : 

That the North sectionalized will acquire possession of this government 
at no distant day we look upon as no longer a matter of doubt. ... It is 
inevitable. The South — the whole South even — cannot avert it. We may 
determine to fight the battle with our foes within the Union. . , . But we 
will fight only to be defeated. The Union of the South is indeed of great 
moment — not however for successful resistance in this Union, but for going 
out of it under the circumstances the most favorable to the speedy forma- 
tion of a separate and independent government. 

At the same time, Governor Brown of South Carolina warned : 

So soon as the Government shall have passed into Black Republican hands 
a portion of our citizens must, if possible, be bribed into treachery to their 
own section, by the allurements of office; or a hungry swarm of abolition 
emissaries must be imported among us as officeholders, to eat out our sub- 
stance, insult us with their arrogance, corrupt our slaves, and engender 
discontent among them, while they flood the country with inflammatory 
abolition documents, and do all in their power to create in the South, a 
state of things which must ultimately terminate in a war of extermination 
between the white and the black race. 

Three decades of harassing debate, of vitriolic charges and 
countercharges, bitter accusations and replies had whipped up an 
emotional surge that for years had been licking at the dam, brim- 
ming over from time to time in the Kansas-Nebraska border war, 
in Brooks’s attack upon Sumner in the Senate, in John Brown’s 
raid on Virginia, in abolitionist riots in Ohio and Massachusetts. 
But as long as the South, vilified and exploited, had control of 
federal politics she felt safe enough. As soon as she lost her 
political grip, however, she dared not linger in the Union. Robert 
Toombs cried from Washington in December, i86oU^ 
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Secession by the fourth of March next should be thundered from the 
ballot box by the unanimous voice of Georgia . . • such a voice will be 
your best guarantee for liberty, tranquillity and glory. 

If the voice of Georgia thundered and the voice of the other 
cotton states thundered, the rest of the South was less demon- 
strative. But by May 20, 1861, the eleven commonwealths of the 
new Confederacy had made their memorable decisions. None of 
these decisions had been unanimous, and the Confederacy was 
to be plagued during Its entire existence by bitter internal strife. 

THE ROAD TO WAR 

Northern business took advantage of the Civil War once it 
began and after it was over, but that does not prove that busi- 
ness wanted the war; It does not prove, certainly, that business 
started the war. Northern and western businessmen were bound 
to the South by ties which they deemed strongest — ties of profit. 
Secession strained these almost to the breaking point; war would 
shatter them altogether. New England cotton factories depended 
upon the South for raw materials ; boot and shoe factories found 
their markets there, northern shippers their cargoes. All but 
the shippers could hope to preserve these ties with the South in 
or out of the Union, and the shippers certainly wanted no war. 
Commerce feeds on peace : no one knew It better than they. 

From every section of the Industrial North, from many types 
of industry, had come business spokesmen for peace. On De- 
cember 19, i860, August Belmont reported a meeting of “our 
leading men . • . composed of such names as Astor, Asplnwall, 
Moses H. Grinnell, Hamilton Fish, R. M. Blatchford, &c. They 
were unanimous for reconciliation, and that the first steps have 
to be taken by the North.’’ From New Jersey came the voice 
of Abram Hewitt, who had suffered as much as any one from 
southern tariff and railroad policies but who in November, i860, 
was * ‘using every effort to Induce the public mind to give up the 
idea of coercion, and to take that of peaceable separation.”^® 
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As late as March i, 1861, George Lyman, Boston Associate, 
wrote hopefully of news ‘‘that an arrangement will be made in 
Washington satisfactory to the business men of the country If not 
to other persons, and that peace will prevail among the people.” ” 
As late as April, 1861, the New York Journal of Commerce and 
the New York Observer were still clamoring for peace; and on 
the 9th of the month, but three days before Fort Sumter, the 
New York Herald had declared: 

Far better that the Union should be dismembered forever than that 
fraternal hands should be turned against one another to disfigure the land 
by slaughter and carnage. 

With the South out of the Union, no one could deny northern 
business its tariffs, Pacific railroads, national banks, and free 
land. The opposition was removed: why fight to bring it back? 

The South in turn wanted independence, not conflict. Robert 
Hunter of Virginia wrote in December, i860: 

We already hear threats of coercing the seceding states by force. But if, 
unfortunately, such an experiment should ever be tried, even the stronger 
section would find the remedy worse than the disease. ... I hold coercion 
by force to be almost impossible. It would fail if attempted, and would 
never be attempted, unless madness ruled the hour and passion raged where 
reason ought to govern. 

The South knew it could win only freedom, not supremacy; that 
it could but escape the North, not conquer it. The South wanted 
to depart from the Union in peace; in the North, sentiment 
acquiesced in secession. The country’s most Influential editor, 
Horace Greeley, in November, i860, declared In his Tribune: 

If the cotton states shall decide that they can do better out of the Union 
than in it, we insist on letting them go in peace. The right to secede may 
be a revolutionary one but it exists nevertheless. 
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Equally powerful in the pulpit, his Independent was almost as 
important as the Tribune^ Henry Ward Beecher a little later 
announced his attitude : 

The time has come when the public mind must take some position and 
make some expression. I for one, do not believe in Union for the sake of 
it . . . There is but one question: . . . *^Do you think the South will 
secede?” My answer is: “I don’t think they will; and I don’t care if they 
do.” 

To be sure, there was war sentiment on both sides; there were 
shortsighted manufacturers looking for war profits, debt-ridden 
planters seeking excuses for repudiation of debts owed in the 
North, young fire-eaters clamoring for combat, professional mili- 
tary men eager to practice their trade. In the West, there was a 
strong faction that cried insistently for war. Governor Yates of 
Illinois asked in his inaugural address on January 14, i86i 

Can it for a moment be supposed that the people of the valley of the 
Mississippi will ever consent that the great river shall flow hundreds of 
miles through a foreign jurisdiction, and they be compelled, if not to fight 
their way in the face of forts frowning upon its banks, to submit to the 
imposition and annoyance of arbitrary taxes and exorbitant duties to be 
levied upon their commerce? ... I know I speak for Illinois and I believe 
for the Northwest, when I declare them a unit in the unalterable deter- 
mination of her millions, occupying the great basin drained by the Missis- 
sippi, to permit no portion of that stream to be controlled by a foreign 
jurisdiction. 

Tht Illinois State Journal seconded this declaration : 

The great Northwest will wage war with the Slave States bordering on 
that river [the Mississippi] as long as she has a man or a dollar, but what 
she will enjoy the right of free and unobstructed navigation of the natural 
southern outlet. 

In January, i86i, however, these were but the war cries of 
extremists. After the secession convention of February, 1 8 6i, 
the federal post office collected and delivered mail in the South; 
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federal customs men collected duties in southern ports ; railroads 
ran unmolested across the borders of slave states and free ; tele- 
graph messages flew North and South; New Orleans handled 
southern and northern goods on equal terms. The instruments of 
peace, at least, seemed able to transcend new boundaries. 

As days and weeks went by, however, and people watched 
developments, the crisis did not abate; neither side could satis- 
factorily adjust itself to the new arrangement. South Carolina’s 
demand of federal forts in Charleston harbor went unheeded. 
The “Crittenden Compromise” failed, the Virginia Peace Con- 
vention failed, the attempt to reenforce Fort Sumter in January 
failed. Meanwhile, the Confederacy was taking form. Her con- 
stitution was published, her president elected, her government 
set up In Montgomery. While the North looked on with inde- 
cision, the South had become a sovereign nation, a foreign gov- 
ernment on the borders of the United States, claiming federal 
territory within her limits, finally taking military measures to 
assert her independence. 

Incident followed Incident as the crisis worked on frayed 
nerves and the newspapers administered stimulants. So conta- 
gious, indeed, was the excitement the newspapers stirred up, that 
sometimes they fell prey to their own enthusiasm. By December 
1 1, i860, the pacific Greeley had discovered a dangerous paradox 
in the situation. A state could not “make herself really inde- 
pendent” without seizing all forts within her borders ; and such 
seizure would render It Incumbent upon the President “to repel 
force with force.” Three weeks later, Greeley declared: 

Though we acknowledge prayer to be indispensable for the saving of 
individuals and nations, we nevertheless consider powder a good thing. 

By April 3, 1861, he demanded that the “mtolerable suspense and 
uncertainty give way to the alternative of war.” 

The publisher’s business Is to sell papers. Regardless of his 
own attitudes or the philosophy of his editorial page, he must 
compete with the field for patronage. Thus he seeks always to 
build up suspense, to enhance excitement even if he is opposed 
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to the trend his headlines encourage. Secession made good copy. 
Every one was concerned with it, with all its aspects, with every 
incident created by the friction of the new arrangement. The 
newspapers, those for peace and those for war alike, could not 
afford to play down secession. 

Three months of such agitation had led to a swelling cry in 
the North for decision. And while limp Buchanan, pledged to 
defend the Union but pledged as well to his southern Democratic 
colleagues, wavered between the two, there came from the West 
another cry that was to give direction to any decision that might 
be made. 

Illinois, Indiana, Ohio, Michigan, Iowa, Wisconsin, Minne- 
sota — ^none of these knew the time when they had been sovereign 
states. They had been brought into existence by the federal Con- 
gress ; great numbers of their people had been naturalized by the 
federal government, had purchased their rich land from federal 
agents. “You cannot sever this Union,” cried Stephen Douglas 
of Illinois In i860, “without severing every hope and prospect 
that a Western man has on this earth.” And he exclaimed to the 
farmers of the Ohio Valley in April, 1861 : 

[Your] very existence depends upon maintaining inviolate and forever 
that great right secured by the Constitution, of freedom of trade, of transit, 
and of commerce, from the center of the continent to the ocean that sur- 
rounds it. [The question was not only one of Union or disunion but] of 
order, of the stability of the government ; of the peace of communities. The 
whole social system is threatened with destruction. 

Meanwhile, Lincoln had been inaugurated. Born In Kentucky, 
bred in Indiana and Illinois, he needed no instruction in western 
feeling, no mentor to guide him along the path chosen by his 
section. He would discuss anything with the South, but Union 
must be the basis for discussion. Seward, to remove the spotlight 
from domestic strife, devised fantastic schemes to conquer 
the world. Seward demanded time for southern tempers to 
cool, for the South to learn that independence was a hazardous 
if not foolhardy venture. Seward urged the President to 
surrender federal forts to the South, But Lincoln was adamant. 
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The Union must be preserved. No concessions could be made, 
no wedge allowed for severance. In reply to Bennett’s insistent 
demand for peace, throughout the month of April, he declared ; 

I will suffer death before I will consent or advise my friends to consent 
to any concession or compromise which looks like buying the privilege of 
taking possession of the Government to which we have a constitutional 
right. 

War, of course, is the business of armies; defense of the na- 
tion, their sworn duty. Sumter must be provisioned; Sumter was 
a northern fort. In southern territory? And the South was now 
sovereign in her own domain? Let her prove it. The Instruments 
of peace may transcend new boundaries, the instruments of war 
must contest them. The North must provision her forts; the 
South must defend her sovereignty. For nations on edge, these 
were challenges. To refuse them was to admit weakness, to invite 
contempt; to accept them meant war. 

In a last effort Lincoln appealed to the ‘‘leaderless people” of 
the South to cast off the yoke of the ‘‘slave profiteers” and return 
to the national fold. But in the South, too, publicists had been at 
work. The South had become a nation, proudly conscious of her 
new status. On the abolitionists’ anvil her leaders had forged 
a unified people dedicated to white supremacy and impressed with 
the power such supremacy seemed to afford. As early as 1856, 
Robert J. Walker wrote : 

In all the slave states, there is a large majority of voters who are non- 
slaveholders; but they are devoted to the institutions of the South — they 
would defend them with their lives and on this question the South are a 
united people. The class, composed of many small farmers, of merchants, 
professional men, mechanics, overseers, and other industrial classes, consti- 
tute mainly the patrol of the South, and cheerfully unite in carrying out 
those laws essential to preserve the institution of slavery. 

“In fact,” said Rives of Virginia in 1861, to the Peace Conven- 
tion called by his state, “It is not a question of slavery at all. It 
Is a question of race.” 
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In November, i860, war could not have started. By April, 
1861, it could scarcely have been avoided. The sides had been 
drawn, and as peace efforts one by one came to naught each side 
had gradually clarified its position and convinced its people of 
the righteousness of its cause. When Lincoln insisted at last on 
provisioning Fort Sumter, as an unmistakable token of northern 
determination, the South, If it was to succeed in what It had 
started, could not allow the act to pass unchallenged. After the 
firing of cannon, there was no turning back. On April 21, 1861, 
George Ticknor wrote : 

The heather is on fire. I never knew before what popular excitement can 
be. Holiday enthusiasm I have seen often enough, and anxious crowds I 
remember during the War of 1812, but never anything like this. Indeed, 
here at the North, at least, there was never anything like it; for if the feel- 
ing were as deep and stern in 1775, It was by no means so intelligent and 
unanimous; and then the masses to be moved were as a handful compared 
to our dense poulation now. The whole people, in fact, have come to a 
perception that the question is whether we shall have anarchy or no. 

And on April 28 he explained how such unanimity had come 
about : 

Through the whole of the last six months, you see the working of our 
own political institutions most strikingly. The people were the practical 
sovereigns, and until the people had been appealed to, and had moved, the 
Administration, whether of Buchanan or of Lincoln, could act with little 
efficiency. We drifted. Now the rudder is felt. 

FIRST. THINGS FIRST 

For the first time in almost fifty years, the crash of cannon 
was heard in the United States on April 12, 1861. War ! Very 
few among the people knew what war meant. Very few of their 
leaders knew what was expected of them. Lincoln hoped the 
“insurrection” would be quelled in three months ; it was five be- 
fore hostilities seriously got under way. In either section there 
was practically no army, no machinery for organizing one or 
financing it when it would be ready. The North had railroads, 
factories, money, men. But it took two years to rig them into a 
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war machine. The South, by comparison, had nothings — except 
generals. The South had to create, not adapt. 

While military men were muddling their unaccustomed tasks, 
however, veteran northern politicians swung immediately into ac- 
tion. The Republican platform of i860 had been a blunt appeal 
to businessmen — to manufacturers, railroad promoters, land spec- 
ulators, bankers- It had promised protective tariffs, homesteads, 
Pacific railroads, easy admission for foreign laborers, federal ap- 
propriations for river and harbor improvements. Even before 
southern congressmen had fled the Capital, this program was be- 
ing enacted. 

Satisfied with the tariff of 1857, some New England manu- 
facturers feared higher rates.®® Rice of Massachusetts said in 
i860:®" 

The manufacturer asks no additional protection. He has learned among 
other things, that the greatest evil, next to ruinous competition from foreign 
sources, is an excessive protection, which stimulates a like ruinous and 
irresponsible competition at home. 

To entice to the Republican banner Iron manufacturers In Pennsyl- 
vania and woolgrowers in the West, however, the Morrill Tariff 
Act was passed by the House in i860. At the next session, In 
February, 1861, the Union Senate approved it. Simply a political 
measure, this act was supplemented In August and December, 
1861, by the first war tariffs. 

Like all subsequent levies, these proved insufficient to meet 
rising costs of government ; and as the conflict continued beyond its 
allotted ninety days, beyond six months, beyond a year with no 
sign of abatement, no sign of northern victory, new and drastic 
steps had to be taken. To avoid bankruptcy early In 1862, the gov- 
ernment began to print huge quantities of “greenbacks,” declaring 
them legal tender for all debts. By the middle of the year even 
these proved inadequate, and the government’s position was 
further complicated by the refusal of many bankers who were 
opposed to the Treasury’s regulations to market government 
bonds. To augment federal income, therefore, and to show good 
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faith to the bankers, new taxes had to be levied. Among them 
were sales taxes on manufactured goods, income taxes on rail- 
road, steamboat, and express companies. Novel measures, these 
duties encouraged tariff politicians to make novel demands. Tariffs 
for revenue had become traditional in America ; tariffs for pro- 
tection from foreign competition constantly had been sought. 
After the enactment of these internal excises in July, 1862, 
however, tariff men developed a new rationale. If manufacturers’ 
costs were raised by excise and income taxes, they said, should 
not the old margin of protection be maintained? Under the whip 
of Morrill and Stevens, Congress agreed that It should. Camou- 
flaged as ‘‘compensation,’’ the tariff act of July 14, 1862, raised 
the rates to their highest level in thirty years — ^much higher, 
in many cases, than the new excise taxes warranted. 

As war expenditures Increased, internal taxes and “compensa- 
tory” duties increased with them until by 1864 tariff rates were 
higher than they had ever been. The tariff act of that year, says 
Taussig, “was in many ways crude and ill-considered; It con- 
tained flagrant abuses, in the shape of duties whose chief effect 
was to bring money into the pockets of private individuals.” 

When the war ended internal taxes were speedily repealed, 
but not import duties. Manufacturers, like railroad men before 
them, had grown rich through government aid. Now they were 
determined to retain control of the sources of such aid, come what 
might. In 1870, Morrill himself exclaimed: “It is a mistake of 
the friends of a sound tariff to insist on the extreme rates im- 
posed during the war.” In the ensuing years, he was heeded 
only to the extent that rates were reduced on articles America 
could not produce. The protective features stuck. 

While Congress was erecting these almost insurmountable 
tariff walls, the army was decimating the ranks of labor, strikes 
were spreading, and employers complained. Friendly legislators 
tried to satisfy them with the Contract Labor Law, signed 
July 4, 1864. Besides validating contracts made abroad, Con- 
gress “took pains formally to declare” that no laborer im- 
ported under the terms of this law would be drafted for military 
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service. Quickly, a group of industrialists formed the American 
Emigrant Company capitalized at $1,000,000. To every country 
in Europe they sent agents, and in all our large cities they opened 
branch oiEces where employers could make known their needs 
with the knowledge that cheap and docile hands promptly would 
be found for them.^® The contract with the laborer did not involve 
his person- — it avoided any taint of ‘‘slavery’’ or “involuntary 
servitude.” Under its terms the emigrant had but to pledge 
his wages for twelve months as compensation to the employer 
for the costs of emigration. Before its repeal in 1868 this act 
supplied business and agriculture with thousands of men, many 
of them serving effectively as strikebreakers. 

While the Republican party was financed mainly by urban 
industrialists and promoters, its victory was won with the votes 
of western farmers hungry for free land. An Iowan wrote to the 
New York World in 1860:^^ 

The people of the West have been deeply mortified by the failure of 
Congress to pass a proper homestead law. The question will enter largely 
into the political canvass, and will determine many votes against the Dem- 
ocratic party. 

When westerners went to the polls this prediction was fulfilled, 
and when victorious Republicans organized Congress they seemed 
eager to satisfy their constituents. In i860 New England and the 
Middle States had joined the West in voting almost unanimously 
for free homesteads only to have the successful act vetoed by 
Buchanan. In 1862 Buchanan and his followers were no longer 
in power and a homestead bill easily became law. 

The West was jubilant ; but not for long. The act granted 160 
acres of unoccupied land in the public domain to any one who 
would cultivate it for five consecutive years. The act provided 
also, however, that within six months the “cultivator” could 
purchase his land at $1.25 an acre. The first part of the law 
was an invitation to any one who had money for the western trek; 
the second part was an Open sesame to land speculators. Their 
dummy “settlers” appeared in new areas almost always ahead 
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of genuine farmers. They staked out quarter-sections there, 
recorded claims, and exercised options to purchase, until most of 
the best homesteads were gone. When authentic homesteaders 
came, their only choice was between buying at high prices and 
moving beyond civilization. 

By the very act that offered “land to the landless poor,” 
Congress thus had nullified its apparent gift. Subsequently it 
adopted other measures that confirmed its seeming sympathy 
with speculators rather than settlers, businessmen rather than 
farmers. To aid the Union, Central, and Northern Pacific rail- 
roads, chartered between 1862 and 1864, Congress gave them 
a potential 70,000,000 acres of the public domain. In 1862 Con- 
gress enacted the Morrill Act, granting to the states 30,000 acres 
for each of their senators and representatives, the income from 
the sale of this land to be used to endow and maintain in each 
state at least one college for instruction “in agriculture and 
mechanic arts.” To the landless eastern states this act granted 
scrip to 7,500,000 western acres to be sold for the same purpose. 
Besides, as western territories became states they were given 
additional land totaling 140,000,000 acres, which thus became 
unavailable for free homesteads. For one reason or another, the 
federal government held out for sale, instead of distributing 
freely, another 100,000,000 acres, while the removal of the 
Indians to reservations added 175,000,000 acres more which 
were to be disposed of to the highest bidders and were closed 
to homesteaders.®' 

Thus while 50,000,000 homestead acres were distributed in 
twenty years after 1 862, many of them to speculators, almost half 
a billion acres of the public domain were reserved for business- 
men or opened to farmers only at considerable cost. Most of 
this was the best land in the West. To encourage the colleges, 
the beneficiaries of the Morrill Act received land which would 
sell for the highest prices. The same was true of railroad com- 
panies which also profited handsomely by promising transporta- 
tion facilities near their lands. Indian lands in many areas already 
were improved, making them much more desirable than the un- 
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broken prairie* While the land held for sale by the national gov- 
ernment was mainly timber and mineral land, it also included 
surveyed arable land in favorable locations. 

Thus the land policies of the war government, like Its tariff 
and labor legislation, had prepared a feast for eastern business- 
men* The railroad grants were making “the whole Northwest 
and the whole West but little more than a province of New 
York,’’ complained Senator Howe of Wisconsin, as early as 
1864.®® “Perhaps the largest purchasers of land in Nebraska,” 
writes Paul Wallace Gates, “were a group of Providence, Rhode 
Island, speculators consisting of Robert H. Ives, John Carter 
Brown, Charlotte R. and Moses B. J. Goddard.” “With Agricul- 
tural College scrip of New York,” Ezra Cornell located nearly 
500,000 acres In Wisconsin, Minnesota, and Kansas. “A group 
of New York magnates, Thomas F. Mason, George B. Satterlee 
and William E. Dodge, entered 232,799 acres In the Marquette, 
Michigan, district, 10,850 acres elsewhere in that state, and 10,- 
359 acres in Wausau, Wisconsin.” “John C. Work and Rufus 
Hatch of New York, and John J. Blair of New Jersey, entered 
in western Iowa, in 1869 and 1870, 12,200, 28,671, 20,970, acres 
respectively.” Amos Lawrence, Boston Associate, promoter, with 
others, of the Emigrant Aid Company, “located 58,360 acres 
in Kansas in 1866 with Agricultural College scrip,” while the 
Emigrant Aid Company itself, “through transactions not al- 
ways legitimate,” purchased 800,000 acres of Cherokee lands 
at a dollar an acre, the settlers already on the land having no 
opportunity to claim their cultivated tracts.®^ Soon, selling land 
became more important to this company than serving emigrants, 
and in its advertisements it gave publicity to the ills that befell 
independent farmers who were unaware that free homesteads 
were overgrown with thorns. Under the homestead law, according 
to one of its pamphlets,®® 

the settler must, in order to get a good location, go far out into the wild 
and unsettled districts, and for many years be deprived of school prmleges, 
churches, mills, bridges, and in fact all the advantages of society. 
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The government created these conditions in the West; specula- 
tors capitalized them. In Kansas, between 1868 and 1872, for 
instance, they successfully advertised for sale, up to $15 an acre, 
land that had once been free public domain. The State Agricul- 
tural College ofEered 90,000 acres of “the choicest land in 
the state.” The Central Branch of the Union Pacific offered 

I, 200,000 acres, the Kansas Pacific Railroad, 5,000,000 acres. 
Competing with them were the Kansas & Neosho Valley Railroad, 
the Capital Land Agency of Topeka, Van Doren and Havens, 
Hendry and Noyes, T. H. Walker, and not least, the United 
States Government, offering 6,000 acres of Sac and Fox Indian 
lands. Such were the benefits of the homestead law.®® 

The Republican party was a Union party, expressly opposed 
to states’ rights. Perhaps as important as any of its specific 
measures was its rapid transfer of power from the states to the 
national government. The Union Pacific’s was the first federal 
charter issued since 1816; its land grant was probably the first 
made by the federal government to a private corporation. The 
national banking acts virtually eliminated state bank notes from 
circulation and relegated state banks to a secondary position in 
the country. The tariff, of course, always was a national matter, 
but its new protective features greatly extended federal control 
over the fate of business. 

These changes combined to make the federal government 
stronger than it had ever been. Perhaps as important, they brought 
upon Washington rather than the state capitals a new army of 
lobbyists richly laden with gifts. By 1864 the railroads, already 
experienced in such devices, played for much higher stakes than 
ever before, and their handouts were commensurate. When the 
Union Pacific, in that year, had its charter revised, doubling its 
land grant, increasing its capital and relegating the government’s 
lien to a second mortgage, it obtained these new benefits by 
spending almost half a million dollars in the nation’s capital. 

J. B. Stewart, a company lawyer, alone dispensed $200,000 to 
smooth the way for the new bill.^® By 1865 representatives in 
Congress had become associated with the notorious Credit 
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Mobilier, the Union Pacifiers construction company which built 
a very poor railroad with money gotten from private investors, 
while its directors distributed among themselves and other In- 
siders the proceeds of the government’s lavish contributions. 

Neither secession nor Civil War had called Industrial business- 
men to national leadership; both events only marked their as- 
cension. When the southern states seceded from the Union they 
left with the conviction that the reign of agrarianism was over. 
That conviction proved correct. Businessmen had developed their 
plants, refined their techniques In the fifties. In i860, aided by 
northwestern farmers, they had captured political power. By 
1865 they had strengthened their control beyond agrarian recall. 

PREPARING FOR ‘^PROGRESS” 

Northern politicians knew little about conducting a war, but 
they had few fears over the war’s result. During the conflict, 
therefore, they concentrated not only on war emergencies but 
also on the future when the war would be over and the country 
their own. Their acts initiated new policies which, except for con- 
tract labor, continued In force long after 1865. While Congress 
was distributing the spoils of conquest, however, Industrial busi- 
nessmen were also making great strides In self-help, concentrating 
capital, organizing trade associations, extending factories, apply- 
ing machinery to industry and agriculture. This program did not 
get under way immediately after 1861, but when the war was 
over and businessmen could devote themselves single-mindedly 
once again to peacetime enterprises, they found that their war 
activities had prepared the way for rapid forward strides. 

Like many wars In modern society, the Civil War started dur- 
ing a business depression, and throughout the conflict many in- 
dustries remained in the doldrums. The volume of American 
ocean shipping fell more than 60 per cent between i860 and 
1864. Railroad building, in the fifties more extensive in the 
United States than in all the countries of Europe combined, 
virtually ceased during the war. The cotton textile industry, its 
supply of raw materials cut off, was severely depressed. While 
factory construction boomed in some industries and some areas, 
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general construction steadily declined. Even those Industries sup- 
plying indispensable war goods were slow in getting out of the 
rut. At the start of the war $300,000,000 of uncollectible southern 
debts dislocated northern credit activity, and optimistic govern- 
ment predictions of quick victory made businessmen wary of 
overexpansion to meet emergency needs. As the war continued, 
the government’s haphazard fiscal policies disturbed businessmen 
still more, while the early series of northern defeats and Britain’s 
undecided attitude toward the belligerents also sapped business 
confidence. As late as August, 1862, therefore, the New York 
Tribune could still complain of ‘‘our paralyzed Industry, ob- 
structed commerce, our over-laden finances, and our mangled 
railroads.” 

The summer of 1862, however, marked the nadir of depression. 
Jay Cooke’s hectic door-to-door sale of the “five-twenties” had 
rescued the government from bankruptcy. The greenbacks had 
helped raise commodity prices. The chartering of the Pacific 
railroads and the great opportunities they promised for specula- 
tion in western lands had revived business confidence, and the 
imposing victories at Vicksburg, Gettysburg, and Chattanooga, 
following Farragut’s success at New Orleans and McClellan’s 
at Antietam, seemed to assure in the end a northern victory 
and kept business confidence high. In addition the national bank- 
ing laws were soon to rationalize the crazy state bank-note 
currency system. They were to create also a great market for 
government securities and, through these securities, a huge 
reservoir of credit for private business. When the government, 
therefore, its treasury now replenished and its armies triumphant, 
began to place orders for huge quantities of shoes, hats, blankets, 
uniforms, munitions, flour, corned beef, pork, businessmen showed 
a new eagerness to fill these orders. Protected against foreign 
competition by high tariffs, and presented with a steadily growing 
demand for uniform goods, manufacturers no longer hesitated 
to extend and mechanize their plants. The money market be- 
came active, employment began to increase, and wartime 
prosperity thus began to brighten many sections of the land. 
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During the war two thousand new sets of irvoolen cards were 
erected. In the boot and shoe industry, sewing machines became 
so widely used that the inventor McKay received annual royalties 
of $750,000. “Operatives are pouring in as fast as room can be 
made for them,” declared the Lynn Reporter, “buildings for 
shoe factories are going up In every direction; the hum of 
machinery is heard on every hand.” ^ Until 1863, soldiers’ 
uniforms had still to be imported from abroad. After that date, 
the domestic Industry, concentrated in Boston, New York, Phil- 
adelphia, and Cincinnati, began to supply all the requirements of 
an enlarged army. At the start of hostilities, North and South 
alike had to Import munitions. By 1863 the North was able 
to supply Itself, and by the end of the war its light-gun industry 
was filling orders from Europe as well as Washington. Amer- 
ican farms also began to use machines to replace labor lost to 
the army. In 1862, 35,000 mowers were produced; in 1864, 
70,000. In July, 1863, the editor of the Scientific American 
declared : 

In conversation a few days since with a most intelligent Western farmer 
he told us that manual labor was so scarce last autumn that but for horse 
rakes, mowers, and reaping machines one-half of the crops would have 
been left standing in the fields. This year the demand for reapers has been 
so great the manufacturers will not be able to fill their orders. 

From much of this prosperity, however, small industrialists 
were shut out. Mechanization was expensive, and small manu- 
facturers had neither the surplus cash nor the credit to expand 
their plants. Neither did they have access to friendly ears at 
Washington where orders were dispensed. Besides, sales taxes 
on manufactured goods in all stages of production put a pre- 
mium on Integration, and the independent spinning factory, 
for instance, could not compete in bids for government contracts 
with corporations handling all stages of the manufacture of 
blankets or soldiers’ uniforms. The result was the concentration 
of manufacturing capital in fewer hands than before, the con- 
struction of larger plants, and the appearance of a new class of 

Fite, Industrial ConditionSj p, 91. 
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war millionaires. The New York Independent^ during the war, 
declared that in New York alone there were already ‘‘several 
hundred men worth $1,000,000 and some worth $20,000,000 
while twenty years back there had not been five men in the whole 
United States worth as much as $5,000,000 and not twenty worth 
over $1,000,000.’’^^ 

While business was organizing for production, it was not 
neglecting its pressure groups. Trade associations were formed in 
the fifties chiefly to control prices and combat labor unions. To 
these functions during the war were added tax and tariff lobbying. 
Many new associations were formed, organized on a na- 
tional basis in sympathy with the shift of power from the states 
to the federal government. Among those starting or extending 
their activities between 1861 and 1865, were the California 
Wine Growers’ Association, the Cap and Hat Manufacturers 
Association of New York, the National Association of Wool 
Manufacturers, the National Woolgrowers Association, and the 
American Iron and Steel Association. 

The goods that farms and factories produced had, of course, 
to be shipped to armies, ports, towns, and villages. Though little 
railroad track was laid between 1861 and 1865, railroad traffic 
was enormous and some eastern roads paid dividends for the first 
time. Cutting into profits, however, was cutthroat competition 
among different roads and between railroad and water trans- 
portation companies. Manufacturers and farmers benefited from 
this competition and joined with a public afraid of great mo- 
nopolies to resist efforts at transportation rate agreements or 
consolidations. In many cases this resistance was successful. The 
New York Central tried to combine with the Harlem, the Hudson 
River, and the Lake Shore railroads, but failed. Five lines along 
Lake Erie, between Buffalo and Chicago, tried futilely to come 
to an agreement. The Boston & Worcester and the Western in 
Massachusetts tried to form a through line between Boston and 
Albany but could not come to terms. As businessmen who shipped 
long distances and army officials who waited anxiously for goods 
coming from far away became increasingly annoyed during the 
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war by lack of uniformity in railroad operation, however, they 
demanded more and more consolidation of transportation com- 
panies, more and more pooling of facilities and centralizing of 
management. And their demands did not go entirely unheeded. 
As in manufacturing, therefore, the war accelerated the growth 
of large transportation enterprises. Perhaps the most important 
combination made between 1861 and 1865 was the acquisition 
by the Pennsylvania of the Pittsburgh, Fort Wayne & Chicago 
Railroad, completing the first trunk line between Lake Michigan 
and the Atlantic coast. The Erie purchased several small roads 
to extend its western terminal from Dunkirk to Buffalo. Seven 
local lines combined to run from Boston to Ogdensburg, New 
York, while four western roads between Quincy, Illinois, and 
Toledo, Ohio, were brought under one management. The Chi- 
cago & North Western, among other acquisitions, absorbed the 
Peninsular line, uniting the lake city with the new Iron and 
copper mines in northern Michigan.^^ 

Almost unanimously desired and therefore much more popular 
was the concentration of telegraph capital into the Western 
Union monopoly. Combination started in this infant industry 
when Western Union, organized in 1851, began to gobble up 
smaller lines In the Middle West. By 1863 It shared the entire 
country with the American Telegraph Company, though Innumer- 
able local independent companies were scattered outside their 
net. Some of these companies in New England and New York 
were linked to terminals in Buffalo, Pittsburgh, Cleveland, Chi- 
cago, St. Louis, and Milwaukee by the United States Telegraph 
Company, which invaded the industry during the war. This 
company, or those from which it had been formed, constructed 
between 1861 and 1865 about 13,000 miles of line, creating 
a veritable ‘‘telegraph fever” and projecting a new giant Into 
the business. 

Telegraph profits were huge during the war though competi- 
tion was acute in many areas and cooperation among the compa- 
nies was subject to all the hazards of business rivalry. As use 
of the systems increased, these hazards became more obstructive 
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and businessmen and government ofBcials urged the companies 
to unite. By 1865, Western Union had built or acquired 50,000 
miles of line, twice as much as its two rivals combined. It was 
best able, therefore, to press for consolidation. Its efforts were 
successful in 1866. Business had become accustomed, In a short 
time, to instantaneous communication between distant offices and 
factories. The telegraph monopoly made this service available 
uniformly throughout the nation. Under one management it 
united 75,000 miles of line, serving 2,250 offices in every region. 
Business celebrated the achievement. 

Consolidations also were made in the salt and paper Industries 
while Rockefeller’s petroleum empire was beginning to take form. 
During the war, the first combination of five refineries was com- 
pleted. The cause leading to Its formation, Rockefeller declared,^® 

was the desire to unite our skill and capital in order to carry on a business 
of some magnitude and importance in place of the small business that each 
separately had theretofore carried on. 

The demands of war and economics thus were combining dur- 
ing the military struggle to enlarge the typical American industrial 
plant and concentrate American capital. By 1866 the editor of 
tht Commercial and Financial Chronicle could observe : 

There is an increasing tendency in our capital to move in larger masses 
than formerly. Small business firms compete at more disadvantage with 
richer houses, and are gradually being absorbed into them. Thus we have 
more men worth one hundred thousand dollars in some of our large com- 
mercial cities than were reputed five years ago to be worth fifty thousand 
dollars. No doubt much of this reputed capital is fictitious. But the power 
accumulating in the moneyed classes from the concentration of capital in 
large masses is attracting the attention of the close observers of the money 
market. It is one of the signs of the time and will probably exert no small 
influence over the future growth of our industrial and commercial enter- 
prise. 


Industrial Cmditions, p. 164. 
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PROFITS FOR WHOM? 

In his first annual message, President Lincoln declared : 

Labor is prior to and independent of capital. Capital is only the fruit 
of labor and could never have existed if labor had not first existed. Labor is 
the superior of capital and deserves much the higher consideration. 

Northern industrialists probably were pleased that Lincoln 
was so occupied with other things he could not try to enact these 
principles. Even so, Lincoln probably stayed the hand of some 
of his less liberal colleagues when strikes during the early years 
of the war hindered preparations for conflict. 

In February, 1861, the national convention of workmen, meet- 
ing regularly after 1858 under the leadership of William Sylvis 
of the Moulders, had resolved : 

That our Government never can be sustained by bloodshed, but must 
live in the affections of the people; we are, therefore, utterly opposed to 
any measures that will evoke civil war. 

When fighting began, however, Sylvis and other labor leaders 
actively supported the government. Labor shortages between 
1861 and 1865 stimulated unionization and encouraged strikes, 
most of them successful. Lincoln’s administration tolerated these 
activities until 1864; then the army insisted that they be brought 
to a halt. In that year and the next, Union Order No. 65 was 
enforced in St. Louis, Louisville, and other large industrial 
cities supplying army needs.^^ This order forbade striking and 
picketing and authorized the protection of strikebreakers. 

While skilled trades were successful in organizing during the 
war, labor as a whole failed to win wage increases at a rate com- 
mensurate with the skyrocketing cost of living. Industrial busi- 
nessmen used the conflict to wrest political leadership from 
agriculture and commerce, bankers used it to make fortunes 
speculating in gold and marketing government bonds, manufac- 
turers used it to make extraordinary profits from government 


Commons, vol. 11, p. 11. 

^ Allen, Reconstruction, p. 147. 



ii8 


THE AGE OF ENTERPRISE 


contracts, speculators In railroads and western lands used It to 
prepare a great future for themselves ; and speculators In contra- 
band used it, In effect, to ruin the morale of the army. But 
through all the war years Industrial workers suffered privations 
because of rising commodity prices, and white-collar workers and 
salaried professionals, their Incomes less elastic even than those 
of organized industrial workers, fell into dire need. A handful 
of businessmen made legitimate profits, while others secretly 
grasped opportunities for fraud. “Bribery and corruption seem 
to go into every branch of service,” complained General Hurl- 
but/® General Butler complained that smugglers of contraband 
and southern cotton were so successful his soldiers at New 
Orleans were anxious to go home, “not wishing to risk their 
lives to make fortunes for others.” In or out of the army, 
the majority of the people found it increasingly difficult to make 
ends meet while more and more of their liberties were curtailed. 
Not only were strikes forbidden during the last years of the war 
but newspapers were gagged, objectors were cast into jail without 
trial, and martial law was imposed in many areas. 

The Civil War began when a northern party captured the 
federal government. During the war that conquest was made 
more secure. Men friendly to industrial business were elected 
to office. Others were absorbed Into the civil service; still others 
consolidated their positions In local government. Founded as a 
party of protesting western farmers, the Republican party soon 
became the instrument of Big Business. Those farmers who es- 
caped the call to the colors profited during the war, but agricul- 
ture lost its previous political power. Southern planters, their 
wealth destroyed, and western farmers, their party captured, 
could do no more than complain about eastern exploitation. For 
all their numerical superiority they were never again able to de- 
feat the political forces of eastern business. 


®^^ RaodaII, Ciml War, p. 632. 
Randall, Ciml War, p. 632. 
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A PHILOSOPHY FOR INDUSTRIAL 
PROGRESS 


AMERICAN industrialists in the half-century after 1812 were 
hated by southern planters, vilified by New England radicals, 
despised by landed gentry and Quaker merchants. Attending 
strictly to business, however, they had by the end of the Civil 
War passed farming in the production of wealth, ocean shipping 
in the employment of capital. Aided by new machines, new tech- 
niques in industrial organization and finance, they emerged from 
the war better equipped than ever to develop the resources of 
the land; and carrying leadership proudly on their shoulders they 
prescribed their manners and customs to the nation, and their 
philosophy of progress to the ambitious North. 

Worked qut most thoroughly by the Englishman Herbert 
Spencer, this philosophy won America as no philosophy had ever 
won a nation before. To a generation singularly engrossed in 
the competitive pursuit of industrial wealth it gave cosmic sanc- 
tion to free competition. In an age of science, it “scientifically” 
justified ceaseless exploitation. Precisely attuned to the aspira- 
tions of American businessmen, it afforded them a guide to faith 
and thought perfectly in keeping with the pattern of their worka- 
day lives. When they were hopeful, it was infinitely optimistic; 
when they were harsh, it “proved” that harshness was the only 
road to progress ; when they had doubts, it allayed these with a 
show of evidence that apparently was irrefutable. Their cupidity, 
it defended as part of the universal struggle for existence ; their 
wealth, it hallowed as the sign of the “fittest.” Business America 
in the Gilded Age had supreme faith in itself; no wonder it 
embraced Spencer’s philosophy, which sanctified business ac- 
tivities. 

Honored in the United States as no philosopher ever was in 
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Greece, no artist In Renaissance Italy, no scientist anywhere in 
his own day, Spencer left an impression on America that was 
much more profound than his work. He supplied a rationale and 
a vocabulary that American businessmen were reluctant to 
abandon even when business practices made Spencerianism ob- 
solete. For this rather than for any contribution to knowledge, 
Spencer Is important to us. From the Civil War to the New 
Deal, businessmen explained themselves to the “public” in his 
terms; and during the decade of the 1930’s his thought, or text- 
book variations upon it, formed the basis for conservative attacks 
upon the reforms of Franklin Roosevelt. 

PATTERNS OF HERESY 

American industrialists before the Civil War, unlike their 
English competitors after the struggle with Napoleon, were only 
a subordinate group in a society dominated by farmers and 
merchants. Thus they could scarcely be held accountable for social 
conditions. Unlike English classicists, therefore, American in- 
dustrial economists In this early period had no need for metaphys- 
ical systems seeking in terms of some heavenly plan to justify 
social distress. Little need they scruple to break “natural laws” 
as long as they could promise economic gain. Little need they 
fear logical inconsistencies as long as their maxims justified busi- 
ness practices. Thus they could applaud the benefits of the division 
of labor and reject Smith’s free trade. They could adopt 
Ricardo’s “iron law of wages” and reject his doctrine of rent. 
They could accept Senior’s “abstinence” theory of value and 
reject other aspects of his thought. They could live by free com- 
petition and apotheosize it as the basis for the distribution of 
wealth, yet they need not, therefore, be as lugubrious as Malthus, 
as democratic as John Stuart Mill. 

Like the English classicists, early American economists agreed 
that enlightened self-interest was the best guarantee for the 
greatest good of the greatest number. The Americans, however, 
thought that this goal could be more quickly attained if business- 
men took the Initiative themselves and did not depend simply on 
the beneficent working of natural law. Thus American economists 



PHILOSOPHY FOR INDUSTRIAL PROGRESS 12 1 

sympathetic to industrial business simultaneously could be high- 
tariff men and sternly antiunion; they could boost government 
patents, subsidies, bounties, loans, while contending in the same 
breath that free competition was the life of trade. They could 
approve tax remissions to encourage new businesses while oppos- 
ing as destructive interference with the operation of ‘‘natural 
economic laws” factory acts regulating conditions of labor. 

Before the Civil War, of course, the recommendations of our 
Industrial economists generally were heeded only to be attacked. 
The ascendant American minority was a states’ rights minority 
cast into a heroic column by Jefferson and John Taylor, Calhoun 
and Stephens, Taney and Cooper. Armed with arguments seem- 
ingly irresistible, these leaders dedicated themselves to fight to 
the finish the proliferating machine culture of northern Industry. 
And their followers, Impassioned by the rhetoric of southern fire- 
eaters and the latter’s mercantile allies in New England and New 
York, for three decades met and persistently defeated bills for 
high tariffs, national banks. Pacific railroads, rational currency 
and federal bonds for Internal improvements. 

Without agrarian aid, however, American industry in the fifties 
had come of age. Drawing few recruits from the organized ranks 
of its enemies, it had enlisted a new army of its own, created 
prodigious wealth, stimulated reproduction and immigration to 
absorb, to use, to augment it. When civil war broke out, the 
leaders of this army already had become the leaders of the na- 
tion. By 1865, they had subdued their agrarian adversaries. 

In the saddle at last. Industrialists had now to bear responsi- 
bility for social hardships. They had to account for their 
stewardship, to explain away apparent errors. The time for 
opportunism had passed. 

THE MAGNIFICENT EXEGESIS 

Fortunate beyond other people in their natural heritage, 
American businessmen were doubly fortunate in developing it 
at the very moment when Darwin stunned a theological age 
with his Origin of Species (1859) and Herbert Spencer was 
popularizing “laws” of evolution in his many-faceted picture of 
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society. Taking his cue from Malthus, Darwin successfully ap- 
plied to his biological investigations the Victorian “struggle for 
existence,” demonstrating It to be the natural process by which 
all species of organic life adapted themselves to a changing en- 
vironment. Starting from the same source of inspiration, Spencer 
had applied evolutionary Ideas to the study of society almost ten 
years before Darwin published his epochal work. What Darwin 
contributed to Spencer was not a new point of view, but a scien- 
tific description of how evolution worked In nature. What Spencer 
contributed to Industrial America, and in a lesser degree to 
industrial England, was a “scientific” description of how “nature” 
worked in society. 

Darwin went to flora and fauna, parasites and pigeons for 
evidence; Spencer went to them for analogies. Imbued from 
childhood with anarchic ideas about the state, he early trans- 
lated physical laws of conservation of energy into a natural 
“equilibration of mechanisms,” thus finding a basis in popular 
science for political laissez faire. Like American industrialists, 
however, Spencer was intolerant of pessimism, and he could not, 
therefore, follow Malthus or Ricardo in accepting laissez faire 
without giving it direction toward some scientific heaven. Thus, 
just as he had translated physics into politics, so Spencer, 
prompted now by Darwin (and Lamarck) was quick to confuse 
biology and sociology. Freely he transposed Darwin’s physical 
organism into a social organism; casually he applied to the latter 
the laws of the first. Thus, just as in their primitive struggle for 
existence the “fittest” among the species of sea and forest adapted 
themselves to their environment, so for Spencer those competitors 
who had best adapted themselves to nineteenth century society, 
became the “fittest” among men. And just as nature worked un- 
trammeled in “selecting” her elite, so that society was headed 
quickest to perfection which allowed Its elite free play. 

It was not long before Spencer’s conception of the ideal state 
was at odds with the practices of leading American industrialists, 
and as the wheels of free competition gradually were clogged 
by monopoly the differences between theory and practice broad- 
ened. It Is striking that Spencer’s earliest works were published 
wb^^n trade associations and price pools first were being formed 
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by American businessmen, that Spencer had his greatest vogue 
simultaneously with Protection. Before Spencer’s philosophy was 
outmoded, however, it had given businessmen a rationale which 
served to justify even to the businessmen themselves their own 
monopolistic tendencies. Spencer did not write in economic terms, 
but his words had economic implications. And if trusts and com- 
bines were the natural results of free competition worshipers of 
competition could not logically oppose them. 

Like every ruling class, American industrialists, when they 
came to power, felt the need of a philosophy, of fixed principles 
to justify, for the long run, activities that appeared at the mo- 
ment costly or corrupt; they naturally wished to make the lesser 
seem the greater good, the private seem the national profit. 
Lured into strange paths by undeniable opportunities, drawn as 
if by a magnet from the circle of traditional experience In demo- 
cratic America, they had to find the words to make their tan- 
gential excursions seem but extended arcs that soon would return 
to the habitual course of American life. They had to pay obeisance 
to the old gods of competition while pursuing new ones; they 
had to worship publicly at the people’s temples while engaging 
in new rites outside. With the aid of Darwin and Spencer, they 
found the words; protected by Darwin and Spencer, they them- 
selves could ignore them. 

Thus free competition became the keystone of the triumphal 
arch of American business philosophy, while monopolistic tend- 
encies were ignored; science and mechanization became the grand 
avenues of progress while patent pools and social regimentation 
were obscured; thrift remained the first commandment in the 
decalogue of the new business society though conspicuous con- 
sumption was Its sign of grace. 

To be sure, many activities of industrial leaders or their 
political spokesmen were similar to those of their lesser follow- 
ers, the privates in the army of business. These activities needed 
no vindication. They served rather to prove that the departures 
from tradition were not as cataclysmic as they seemed; they 
helped to convince those oppressed by monopoly that their hard- 
ships were divine visitations, trials sent by the Lord who first 
made the laws, not by the men who obeyed them. Thus those 
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who were crushed by competition, regimented by machines, too 
poorly paid to keep up with the Joneses, were invited to find 
solace in the fact that their sacrifices were essential to national 
welfare, that without victims there could be no struggle for 
existence, that without a struggle for existence there could be 
no progress, that without progress there could be no hope for 
perfection. 

HERBERT SPENCER: APOSTLE TO THE AMERICANS 

Herbert Spencer was rejected by professional philosophers as 
superficial and by professional scientists as Ignorant, but his ideas 
for many years supplied the catchwords for the American middle 
class. Agnostic himself, Spencer gave the theological mind of 
America a grander view of divine creation than ever was revealed 
before. Upon skeptical materialists his seemingly absolute de- 
pendence upon the data of biology, geology, zoology, made a 
profound impression. In his political writings Spencer never 
deigned to study the history of man but applied to human society 
popular generalizations from physics and natural science. Ameri- 
cans, however, knew well what they wanted in social theory and 
eagerly grasped his analogies, just as they knew what they wanted 
in a President and eagerly elected the hero of Appomattox, “The 
progress of evolution from President Washington to* President 
Grant,” wrote Henry Adams, “was alone evidence enough to 
upset Darwin.” ^ But America was ready to believe otherwise, 
just as it was prepared to believe that the laws of flora and fauna 
on land and sea were the laws of human society and that all 
would grow perfect together. 

When Andrew Carnegie first read Spencer, he exclaimed: 
“Light came as in a flood and all was clear.” ^ And Henry Holt 
wrote:® 

Probably no other philosopher ever had such a vogue as Spencer had 
from about 1870 to 1890. Most preceding philosophers had presumably 
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been mainly restricted to readers habitually given to the study of philosophy, 
but not only was Spencer considerably read and generally talked about 
by the whole intelligent world in England and America, but that world 
was wider than any that preceded it. . . . When he visited New York 
in 1873 he was given a great public dinner. Some earlier philosophers 
may have had such an experience, but if so, knowledge of it never crossed 
our limited horizon. 

When E. L. Youmans got Appleton’s to publish Spencer’s works 
and John Fiske, in his eifforts to reconcile evolution and theology, 
acquainted Americans with their contents, Spencer’s conquest was 
assured. No saint ever had more devoted disciples than Spencer 
had in Fiske and Youmans, and their tireless propaganda helped 
to sell in America, in less than forty years, more than 300,000 
copies of Spencer’s works. 

One of the most endearing features of Spencer’s philosophy 
was the way it could be used against any reform movement. The 
master himself was agreeable to some social reforms, claiming 
against John Stuart Mill, for instance, precedence in the fight 
for women’s rights. He also approved private charities, for while 
they might tend to prolong the life of the unfit and thus were 
evil, they helped also to raise “the moral culture” of the elite 
and in the end speeded “progress.” Spencer contended, however, 
“that there shall not be a forcible burdening of the superior for 
the support of the inferior.” ^ And from this his American dis- 
ciples reasoned that voluntary gifts to churches, hospitals or 
schools were good, but graduated taxes were bad ; that the 
promptings of public relations men could be followed with im- 
punity, but the regulatory acts of legislatures could be obeyed 
only at great cost. The indefatigable Youmans had learned this 
lesson well : ® 

Social forces cannot be created by enactment [he said], and when deal- 
ing with the production, distributing, and commercial activities of the 
community, legislation can do little more than interfere with their natural 
courses. 

More forcefully, the industrialist Hewitt announced: “The inva- 
sion of government into the domain of industry must be met with 
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uncompromising opposition.” ® At Columbia, Nicholas Murray 
Butler proved himself a willing disciple when he wrote : ^ 

Nature’s cure for most social and political diseases is better than man’s, 
and without the strongest reasons the government should withhold its 
hand from everything that is not, by substantially common consent, a 
matter of governmental action. 

When Wilson and Roosevelt in 1912 won “substantially com- 
mon consent” for government regulation of Big Business and 
Wilson began after his election to concern himself with the aiSairs 
of industry, Butler was among the distinguished company that 
reasserted their faith in Spencer and with suitable comments 
hurled into the teeth of The New Freedom Spencer’s Versus 
the State. Joining Butler was Senator Henry Cabot Lodge, who 
warned that “no one perhaps has pointed out the ultimate truths 
involved in the expansion of governmental functions better than 
Herbert Spencer.” ® Also contributing was Charles W. Eliot, 
President of Harvard. Accepting the words of the master equally 
without reserve, he said: ® 

Spencer maintains without reserve that the spontaneous co-operation 
of men in pursuit of personal benefits will adequately work out the gen- 
eral good, if the state should discharge its plain duties simply of enforcing 
the sanctity of contracts and preventing cheating, and of securing to each 
citizen the enjoyment of what he obtains by labor without trenching upon 
his neighbor’s ability to enjoy. 

Through a system every one could understand, Spencer gave 
cosmic values to experiences shared by almost every one in 
America. The office boy hurrying to be at work at eight in the 
morning was not just a three-dollar-a-week clerk; according to 
Spencer, by his speed and diligence he was in some inscrutable 
way contributing to the progress of mankind. The employer 
working his men and women too hard could be praised for elimi- 
nating the unfit. The monopolist operating in “restraint of trade” 


® Nevins, Writings of flmmit, p. 134, 
Butler, in Forum , vol. LV, pp. 83-84. 
® Beale, Man Versus the State, p. 31. 

^ Eliot, in Forum, vol. LV, p. 712. 
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could be made a hero for ignoring legislative interference with 
natural law. As the Outlook said in 1903, Spencer ‘‘expressed the 
Zeitgeist and In expressing it he has helped to develop it, mainly 
in the direction of a saner, more reverent thinking.” ‘‘Now 
every newspaper,” said Henry Holt as late as 1923, “is full of 
little dabs of it [the evolution philosophy] and has hardly a 
paragraph without some of its terminology — most of it un- 
realized by those who write it and those who read it.” 

So profoundly were Spencer’s views the products of his times 
that even his severest critics could not avoid them. Among the 
most outspoken and influential anti-Spencerians was W. T. 
Harris, a Hegelian who believed in “progress” but hated 
Spencer’s materialism. Harris, later United States Commissioner 
of Education, tried to attack Spencer first in the A tlantic Monthly^ 
then in the North American Review. Both times he was rebuffed 
by the editors, yet so eager was he to oppose the master that he 
started his own magazine partly for that purpose.^^ Still it was 
Harris who later said, “Through private property and free 
competition ‘society gains constantly at the least expense.’ ” 

It was Harris who said : 

Help the poor and unfortunate to help themselves, and elevate them 
towards human perfection and the divine ideal. . . . [But] adopt all the 
cunning devices that social science has invented, and you cannot be sure 
that direct or indirect help of the poor does not undermine their self- 
respect and weaken their independence. 

It was Harris, who, matching Spencer’s interest In enterprising 
women, held up to them as models those corporation officers who 
studied law only the better to evade it, so that “progress” might 
not be obstructed. Without a trace of irony, he told these 
women 

Captains of industry depend on higher education to keep themselves out 
of jail, for great business combinations involve collisions of all kinds with 

^‘^ ‘'Herbert Spencer” (editorial), Outlook, voL LXXV, p. 932. 

Holt, Octogenarian Editor, p. 4.7. 

'^^ CuTti, American Educators, p, $12* 

Curti, American Educators, p. 323. 
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other interests and must adopt legal precautions to avoid civil and criminal 
liabilities. 

In books, pamphlets, lectures, and reports Harris unwittingly 
preached Spencer, while his disciples in thousands of schoolrooms 
throughout the country echoed his words. In institutions of higher 
learning, Spencer’s influence was no less great. Eliot and Fiske 
at Harvard, Butler at Columbia, the magnificent William Gra- 
ham Sumner at Yale, all impressed upon the minds of young 
Industrialists, preachers, writers, teachers, the precepts of this 
self-taught Englishman. It was Spencer who gave currency to the 
study of sociology and supplied the first textbooks. It was he who 
showed how the “economic man” of economic abstractionists 
could become the universal man of social scientists. He reduced 
homo sapiens to the level of the machine, and so well adapted 
was his mechanistic philosophy to the culture of his age that he 
was warmly embraced as the master theoretician of his time. 

The vitality of Spencer’s philosophy, the neatness with which 
It had fitted American experience and merged with American 
Ideals was attested as late as 1936. Then, when its scientific 
substructure was all but demolished, when it had been mortally 
attacked by Veblen and partially supplanted by the ameliorative 
philosophy of the New Deal, It remained the starting point for 
conservative attacks upon the reformers of the new depression.^* 
Even American industrialists themselves, at that late date, ad- 
mitted that the old system of Individual enterprise had collapsed. 
Many of them still clung, however, to the philosophy of the old 
system, to the tenets first set forth by Herbert Spencer almost 
a hundred years before. This philosophy had served American 
industrialists well in the late decades of the nineteenth century; 
so well indeed, that they had been able to learn no other despite 
changing conditions, so well that they were very reluctant to 
surrender it even when its application to the life around them 
had become obscure. 


Cochran, in Frontiers of Democracy, vol. ¥ 1 , p. 19. 
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FOR half a century before i860, American industrialists had 
been altering the course of American history. Their corporations 
had affected property relations, their machines had revolutionized 
conditions of labor, their locomotives and telegraphs had speeded 
the pace of American life, their railroads had begun to draw 
outlying rural areas into the orbits of great cities. At every stage 
these changes had been resisted by sovereign planters and their 
commercial allies, until, at last, on the battlefield, their ranks 
were broken, their influence destroyed. Times had changed in 
America and in the world since 1800, mainly because of the im- 
pact of industrial enterprise. It was not strange, therefore, when 
the revolution came that industrialists should carry the mace 
of authority. 

Traditional language had no words to describe the business 
activities of the new leaders after the Civil War, no words to 
define the functions of their institutions. Traditional politics 
could not cope with their demands, nor could traditional law 
harness them to social welfare. In place of the old canons, they 
imposed the rule of the jungle upon a willing people who wor- 
shiped at the altar of “Progress.” Remorselessly they exploited 
precious resources, stripping incomparable forests, leaving gaping 
holes in mountain sides to mark exhausted mines, dotting with 
abandoned derricks oil fields drained of petroleum and natural 
gas. In reckless haste, they constructed railroads through the 
wilderness, and immense factories to supply the needs of millions 
yet unborn. They promoted many similar projects simply to mulct 
a nation of speculators for the private benefit of the “Fittest.” 

With magnificent optimism these industrial leaders plunged 
forward for thirty years in Olympian combat among themselves 
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for the spoils of the land and the people. Gradually, however, a 
new order began to emerge out of the chaos of brutal competi- 
tion. Entrepreneurs were learning the profitable lessons of spe- 
cialized and standardized production, of geographical concentra- 
tion of plants, of centralized management. Corporations at war 
were learning that combination was a surer way to wealth and 
power. Above all, a small number of Investment bankers were 
acquiring interests In great properties against which they had 
loaned large fortunes only to see them dissipated by wildcat 
managements, or to which they had extended liberal credit on 
condition that they participate in control. The nerve centers of 
the proliferating system, by the early 1890’s, thus were becom- 
ing fewer and more complex, the instruments of control more 
centralized, the managers a select class of professional corpora- 
tion directors. In the struggle for survival, competition had 
yielded to cooperation, individualism to combination. Corpora- 
tions, in an age of gigantic personalities, had become super- 
persons, as incorporeal as angels and as little amenable to punish- 
ment, in mysterious ways directing the life of the new society, 
but seemingly outside its laws. 

RAILROAD IMPERIALISM 

As industrial capitalism spread over Europe in the late nine- 
teenth century and even across the world to Japan, Frenchmen, 
Germans, Belgians, Dutch, Italians, Russians, and Orientals 
joined the English who had preceded them in seeking raw ma- 
terials, cheap labor, free markets in Asia, Africa, and the un- 
charted islands of the seas. American industrialists, however, 
blessed with a fabulously rich continent of their own, a political 
system fashioned to their order, a legend irresistibly attractive 
to Impoverished aliens eager to work for the meanest subsistence 
only to breathe the free air of the United States, did not have 
to venture so far afield. In America, obstacles were fewer, oppor- 
tunities infinitely greater, than elsewhere in the world. Need we 
seek other explanations for the extraordinary vitality of our 
industrialism? 
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First to operate on a grand scale in the new atmosphere of 
business enterprise were American railroad men, and they made 
the greatest fortunes. Vigorous, violent, and corrupt, they showed 
by their accumulations of wealth that their business methods were 
best suited to the conditions of their time and place. Their con- 
tributions to the Gilded Age, however, were not limited to 
techniques of exploitation. Though they chased the Indian from 
western valleys and fertile plateaus, they peopled his territories 
with Europeans, orientals, and emigrants from eastern states, 
with farmers and cattlemen who improved the land and laborers 
who helped them in their tasks. To eastern imperialists they 
opened mines in Colorado, Nevada, Idaho, Montana, timber- 
lands in Minnesota, Washington, Oregon, and California where 
nature for countless millennia had stored prodigious wealth. On 
river shores and crossroads in the wilderness, they laid the 
cornerstones of future cities. From the Missouri, the Mississippi, 
and the Great Lakes, over the Rockies, Sierras, and Cascades, 
they joined in indissoluble union with older commonwealths the 
Pacific tier of states, ending the threat of other powers to our 
“continental destiny.” 

Between 1867 and 1873, more than 30,000 miles of new track 
were opened to traffic in the United States; and by 1893, though 
more than eight years of depression intervened, 150,000 miles 
had been laid since the war. Capital invested in American rail- 
roads jumped in this period from two to nearly ten billion 
dollars.^ Though most of this mileage and most of this capital 
went to complete old trunk lines and their links to new centers 
in the valleys of the Ohio, Mississippi, and Missouri, the most 
spectacular of all the roads and perhaps the most important were 
the transcontinentals. These really blazed the trail of American 
industry in the Gilded Age, gave great impetus to lesser western 
railroad building, set the fashion in methods of construction and 
finance. These gave the nation its heroes, its Stanfords, Hunting- 
tons, Hills, and Cookes, as well as its villains in the Credit 
Mobilier and other construction companies. These were the gov- 
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ernments within governments, the owners of executives, legisla- 
tors, and judges, the leviers of taxes, the arbiters of the destiny 
of cities, counties, states, industries, and farms. 

We need seek no further for the key to the power of American 
railroad men when we realize that in an age of corruption they 
knew best how to use their opportunities; that in a country of 
tremendous distances they were gaining a monopoly of long-haul 
transportation; that in regions where wealth was mainly land 
they were cornering the best of it. The promoters of the trans- 
continental as well as lesser railroads spent millions in Wash- 
ington, state capitals, county seats, and city halls to get land 
grants, loans and subsidies, and then spent millions more to 
maintain their grants inviolate. The Union Pacific, for instance, 
between 1866 and 1872 handed out $400,000 in graft; the 
Central Pacific, as late as the decade between 1875 and 1885, 
distributed $500,000 annually.^ Part of this went to fight water 
competition, to win rich mail contracts, to riddle with restrictions 
and objections bills for river and harbor improvements. Most 
of it, however, went to make private capital out of the public 
domain. When the fury of competitive building had run its course 
in the West and depression shrouded the countryside after 1893, 
It was found that railroads had been granted one-fourth of the 
whole area of Minnesota and Washington; one-fifth of Wiscon- 
sin, Iowa, Kansas, North Dakota, and Montana, one-seventh of 
Nebraska, one-eighth of California, one-ninth of Louisiana.® It 
was found that in 1872, to meet the demands of the Southern 
Pacific, Los Angeles County had donated the equivalent of a $100 
tax on each of its six thousand inhabitants ; that Superior, Minne- 
sota, In 1880, had granted one-third of its “lands, premises and 
real estate” as well as a right of way to get the Northern Pacific 
to run through it; that between 1867 and 1892 forty-three 
sparsely settled Nebraska counties had voted almost $5,000,000 
to railroad companies, some of which never built a mile of track.^ 

All told, Congress, In twenty-one grants between 1862 and 
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1872, chartered to the railroads 200,000,000 acres of land, of 
which, for one reason or another, slightly more than half actually 
came into their possession. In addition, federal loans to railroads 
totaled $64,623,512, the bulk of which went to the Union and 
Central Pacific. State land grants and state loans were even 
greater in the aggregate, and a few cities and counties which had 
not repudiated their liabilities remained in debt even in the 
twentieth century for railroad bonds issued In the seventies and 
eighties.® All these subsidies supplied far from sufficient capital 
to build the roads to which they were granted and to yield as well 
an acceptable profit to the promoters. By using such grants to 
guarantee private loans, however, the promoters were able to sup- 
plement public gifts with private capital. Even so, they had their 
difficulties in raising money. Americans enriched by the war were 
finding other Investments more attractive than transcontinentals 
that took seven to sixteen years to build, more attractive than 
shorter lines that traversed as yet untenanted western deserts. 
On the other hand, foreign rentiers who were eager to invest in 
booming America demanded higher interest rates than promoters 
generally cared to offer. Thus even with the support of public 
grants, the promoters were forced to sell their securities well 
below par, the Union Pacific, for instance, issuing $111,000,000 
worth of bonds for $74,000,000 in cash.® 

Such practices burdened the roads with excessive capitaliza- 
tions, forced them to charge high rates to service their debts, left 
them vulnerable to complaints of shippers at monopoly points 
and to cutthroat competition in shared territories from lines less 
speculative in conception and more economically constructed. 

Though they encountered many difficulties in raising capital, 
promoters of the transcontinentals and other land-grant rail- 
roads, once having accumulated It, had little difficulty in making 
money. Many great American fortunes have been accumulated 
not by producing goods or supplying services but by manipulating 
securities and diverting to personal uses the capital these securi- 
ties nominally represent. We have seen how Drew milked into his 
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own bucket the construction funds of the Erie. Of that company’s 
stock, Jay Gould testified before a court in 1869:^ 

There is no intrinsic value to it, probably; it has speculative value; 
people buy and sell it, and sometimes they get a little too much. 

Another time, he said: “The Erie won’t be a dividend-paying 
road for a long time on its common stock.”® Yet out of Erie, 
dilapidated and bankrupt as it frequently was, Gould and Fisk 
made their first millions. By similar methods, the promoters of 
the transcontinentals and other railroads compensated themselves 
for their public services. Instead of taking competitive bids, they 
formed themselves into construction companies and voted them- 
selves the contracts for construction work and equipment. As 
directors of construction companies they billed their railroads 
at exorbitant rates; as directors of railroad companies, they 
gladly paid what was asked. Thus railroad capital was turned 
into construction profits, public money into private fortunes. 
Besides cash they paid themselves millions in stock for which 
there was no immediate market. As building steadily progressed, 
however, and buyers for such stock were found in Wall Street 
and on exchanges in other great cities in the East and Middle 
West, these tokens for speculation netted their holders hundreds 
of millions of dollars. 

Since the government granted lands and loans only as mileage 
was completed, it put a premium upon speed in construction and 
length of track. The result was that almost all of the land-grant 
railroads were poorly built along the most tortuous paths. Within 
fifteen years after they were completed almost all of them had 
to be rebuilt to eliminate needless curves, shifting roadbeds, 
splintering “sleepers” and spreading rails too light to bear the 
weight of the engines.® Thus besides supplying the land and the 
cash with which the roads were built, and paying rates based on 
notoriously high capitalizations and taxes to service railroad 
bonds issued by their governments, the people were soon bur- 
dened with new charges to make their roads usable even at mlni- 


^ Andrews, Vanderbilt, p. 141. 

® Hicks, High Finance, p. 97 note. 

® See Ripley, Railroads, voL II, pp. 45-52. 



TRIUMPH OF INDUSTRIAL ENTERPRISE 135 

mum efficiency. Those roads that could not attract new capital 
after their promoters had diverted the original construction 
funds to their personal use, were left to rot. President Ingalls 
of the Chesapeake & Ohio wrote in 1898U® 

When the day of reckoning came, as it was bound to, the public found 
themselves the owners of bonds upon which interest could not be paid; 
the communities found themselves with a poor railway in which they had 
no direct pecuniary interest; they saw the contractors with enormous 
fortunes, and they concluded that they had been robbed. 

If the promoters of the land-grant roads were corrupt or 
crooked according to the moralists of their age, it was mainly 
because, in an age of private enterprise and the competitive 
pursuit of profit, they could not otherwise have completed their 
tasks. If private corporations had to build the western railroads, 
they could hardly have been expected to do so without making 
a profit. Since there was little traffic while the roads were being 
built, profits had to be found from other sources. Through the 
construction companies, they were taken out of capital. Because 
that capital had been supplied by public agencies, or by private 
investors only with public grants as collateral, a hue and cry 
was raised when this practice was revealed. The crime of the 
railroad profiteers, however — if crime it may be called — ^was not 
that they, as great speculators, milked an army of little specu- 
lators either directly or through venal politicians. Their crime 
was that they built poor roads. It was not so much that their 
construction operations cost about 100 per cent more than was 
warranted by expenses for labor, materials, and reasonable divi- 
dends; it was that for all this expense the nation got a very 
extensive but very shaky railroad system. 

THE INDUSTRIAL SCENE 

Though the new railroads were attracting swarms of cheap 
labor to the United States, opening up vast markets and in- 
credible resources in mines and forests, they were also causing 
competitive havoc in other industries by their policies of rebates, 
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“midnight tariffs,” drawbacks, and special concessions. Such 
favoritism and secrecy, said the Cullom Senate committee in 
1886, “introduce an element of uncertainty into legitimate busi- 
ness that greatly retards the development of our industries and 
commerce.” And speaking of the period before 1887, Carnegie 
himself declared : “Railway officials, free from restrictions, could 
make or unmake mining and manufacturing concerns in those 
days.” 

Despite their subjection to such practices, however, American 
industrialists soon outstripped all rivals. By 1893, New England 
alone was producing manufactured goods more valuable per 
capita than those of any country in the world. In the manufacture 
of timber and steel, the refinement of crude oil, the packing of 
meat, the extraction of gold, silver, coal, and iron, the United 
States surpassed all competitors. America had more telephones, 
more incandescent lighting and electric traction, more miles of 
telegraph wires than any other nation. In specialties like hard- 
ware, machine tools, arms, and ammunition, she retained the 
leadership assumed before the Civil War, while her pianos as 
well as her locomotives had become the best In the world. 

In any age, this would have been a towering performance; 
in an age wedded to “bigness,” it made an Impression so profound 
that, even in the doldrums of the middle seventies, few cared to 
question the right of the industrial businessmen to leadership. 
Americans had much to complain of in this early age of industrial 
enterprise, and their most frequent complaint was of hard times. 
Yet there was no questioning of the “system,” no lessening of 
faith in entrepreneurial leadership. This was an age of consist- 
ently falling prices, a period shaken by three financial panics and 
a severe depression of seven lean years. It closed on the precipice 
of another. Yet industrialists were certain that Civilization was 
safe in their hands, that their methods were those of God and 
Nature and were in the end as infallible. With their record of 
physical achievement to boast of and the unassailable authority 
of Spencer to support them, they had little difficulty convincing 
the nation they were right. 

i^Tarbell, Nationalhing of Business, p. 95. 
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In the nineteenth century, depressions were viewed simply as 
the results of errors of judgment that would not be repeated. 
They were regarded merely as periods of penance for economic 
sins, and recovery was expected as soon as rituals of liquidation 
and reorganization could be performed. Thus, instead of de- 
stroying hope, depressions paid dividends for faith. They pre- 
sented opportunities to expand and modernize plants at the low- 
est cost, to corner raw materials at bottom prices, to capture 
customers with attractive schedules of rates and deliveries. It 
was in the seventies that Carnegie built his first steel plant, that 
Rockefeller organized his oil monopoly, that Armour and Morris 
built their meat-packing empires, that the Comstock Lode was 
exploited and Boston capitalists began to finance BelFs telephone. 

Of all the undeveloped regions in the world claiming the 
capital of English and European rentiers, the United States In 
the late nineteenth century remained the most attractive, not least 
because of this resiliency of her leaders after shocks of war, 
bankruptcies, repudiations, and bursting bubbles. In 1871 alone, 
$110,000,000 of American securities were marketed in London; 
and though American failures in the depression of the seventies 
cost Europeans about $600,000,000, by 1893, when a new 
debacle was impending, we owed abroad some $3,000,000,000.^® 
Most of this, to be sure, was in government, railroad, and mining 
securities, but it released proportionate amounts of American 
capital for use in industry and agriculture. It allowed Carnegie, 
for Instance, to pour his savings back Into steel with the assur- 
ance that he would have coal with which to make It and railroads 
to deliver it. It allowed Rockefeller to devote his energies to 
petroleum refining and Armour his capital to dressing and pack- 
ing beef and pork, certain as they were that others would furnish 
transportation for them. 

Perhaps even more Important was the stimulus this great 
debt gave to American enterprise. As our borrowings increased, 
interest upon them grew proportionately. To meet annual pay- 
ments, we had to export more and more goods. Just as our tre- 
mendously expanding economy was attracting European funds, 
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so service charges for the use of these funds were further stimu- 
lating expansion. Since farm products composed most of our ex- 
ports, it was agriculture that grew fastest under this pressure. 
To industry, however, it meant greater orders for iron and steel 
to manufacture farm machinery, to build and maintain railroads 
in expanding farm areas. It meant extravagant demands for coal 
and timber for fuel and construction. Starting in these basic in- 
dustries, it stimulated expansion in every other kind of commodity 
production. It created in confident America an overwhelming 
faith in perpetual growth, leaving us at the same time ever more 
intricately involved in International finance. 

Just as we were beckoning capital from abroad, so were we 
inviting foreign ideas in science and invention and cheap labor 
to put these ideas to work. International capitalism was creating 
a world-wide exchange of patents and processes stimulated by 
expositions, fairs, new trade and technical journals, and foreign 
travel by businessmen of all nations. The Commercial and Finan- 
cial Chronicle published Its first number in 1865. The American 
Iron and Steel Association Bulletin first appeared in 1867. Early 
in the seventies, Pillsbury and other northwestern millers went 
to Europe and brought back from Hungary the roller process 
for making grain. At the same time Carnegie went to England 
and was converted to Bessemer’s method for making steel. In 
1867 the United States sent commissioners and exhibitions to the 
Paris International Exposition and captured many prizes. Nine 
years later, in the midst of the depression, we held our Centennial 
in Philadelphia, where the industrial and commercial exhibits 
were the greatest ever seen. 

For all its tremendous records of physical growth and techni- 
cal Innovations, however, for all Its magnetic attractiveness to 
capital and eager receptivity to new Ideas, this iron age of Ameri- 
can culture was marked from the start by gross inefficiency and 
waste. Its catalogue of great inventions fails to disclose any 
social Bessemer system to blow out the impurities of competition 
or any blue print for scientific management to harness the potenti- 
alities of monopoly. To contemporaries, these deficiencies seemed 
but the results of partial adaptation to the new industrial en- 
vironment. It is clear now that the costliness of competitive 
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laissez faire was a defect of its qualities, and not simply the 
result of temporary conditions that would ultimately disappear. 

In the three decades after the Civil War, as confident entre- 
preneurs raced to take advantage of every ephemeral rise In 
prices, of every advance in tariff schedules, of every new market 
opened by the railroads and puffed up by immigration, they 
recklessly expanded and mechanized their plants, each seeking 
the greatest share of the new melon. The more successful they 
were in capturing such shares and the more efficient they were In 
promptly satisfying the market, however, the greater was the 
number of buildings and machines left Idle when the new market 
approached the saturation point and the rate of expansion de- 
clined. The result was that all the competitors were left with 
the problem of amortizing their new buildings and machines 
precisely at the time when the operation of those new buildings 
and machines was unable any longer to produce a profit. They 
were left with great plants, the symbols of great ambitions and 
with great silences in those plants to mourn their most recent 
failures. That was true of the whisky industry in which stills 
overbuilt In moments of prosperity were operated generally at 
no more than 40 per cent capacity. It was true of the iron In- 
dustry in which, as the Bulletin of the American Iron and Steel 
Association said in 1884, ‘‘Indeed it might almost be rated the 
exception for half the works in condition to make Iron to be in 
operation simultaneously.” It was true in the manufacture of 
stoves, as the president of the National Association of Stove 
Manufacturers complained In 1888. “It Is a chronic case,” he 
said, “of too many stoves, and not enough people to buy them.” 
And it was true even of the manufacture of bread, as the vice 
president of the National Millers Association also in 1888 in- 
formed his members. “Large output, quick sales, keen competi- 
tion, and small profits are characteristic of modern trade,” he 
declared. And he continued : 

We have the advantage in our business of always being in fashion; the 
world requires so much bread every day, a quantity which can be ascer- 
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tained with almost mathematical accuracy. . . . But our ambition has 
overreached our discretion and judgment. We have all participated in the 
general steeplechase for pre-eminence; the thousand-barrel mill of our 
competitor had to be put in the shade by a two-thousand-barrel mill of 
our own construction; the commercial triumph of former seasons had to 
be surpassed by still more dazzling figures. As our glory increased our 
profits became smaller, until now the question is not how to surpass the 
record, but how to maintain our position and how to secure what we have 
in our possession ... In the general scramble we have gradually lost 
sight of the inexorable laws of supply and demand. We have been guilty 
of drifting away from sound trade regulations until our business has not 
only ceased to be profitable but carries with it undue commercial hazard. 


POOLS, TRUSTS, AND CORPORATIONS 

Far from being ‘^the life of trade,” competition by the last 
decades of the nineteenth century had reduced efficiency in busi- 
ness, had encouraged colossal waste of natural resources, plant 
capacity, capital. It had not only destroyed many companies but 
had decimated the incomes even of those powerful enough to 
weather from time to time the periodic unbalancing of freely com- 
petitive markets. As conditions for such firms in any industry went 
from bad to worse and even the most liquid among them came to 
be threatened with destruction, their managers naturally sought 
some escape from the perils of cutthroat competition. Somehow, 
order had to be maintained among the anarchists of industry or 
imposed upon them from outside. Since businessmen feared gov- 
ernment regulation even more than they had come to fear compe- 
tition, their lobbyists, in the popular name of laissez faire, 
neatly eliminated the state as a possible peacemaker. Left to 
themselves, however, industrialists managed only to devise new 
schemes to devour one another. It was not until the 1890’s, when 
large corporations had become as prominent in manufacturing as 
they had been for half a century in railroading, and private 
bankers thus could impose order in exchange for essential credit, 
that umpires of adequate stature were found to regulate indus- 
trial strife. Until that time, trade agreements, associations, and 
pools were made and remade only in the end to be broken. 

Pools, or pooling agreements administered by trade associa- 
tions, attempted to limit competition in many ways — by control- 
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ling output, by dividing the market among member firms, by 
establishing consolidated selling agencies, and later by controlling 
patents. Their object was artificially to keep prices at a profit- 
able level. Their ultimate effect, because of constant break- 
downs and reorganizations, was to increase the severity of price 
movements, thus dislocating business more than stabilizing it.“ 

Unlike the cartels in Germany, where the government itself 
participated in the agreements, the pools in America, as in 
England, had no standing in common or statute law. They were 
obviously in restraint of trade, as restraint was interpreted by 
classical economists and Spencerian philosophers, and thus had 
to depend upon the good will of the members to attain their 
objectives. In a competitive society, this proved to be a precarious 
foundation. As we saw in the case of the New England Railroad 
Association of 1851, gentlemen’s agreements only put a strain 
upon the integrity of the gentlemen who made them, tempting 
them secretly to evade their commitments the better to make 
profits. “A starving man will usually get bread if it is to be had,” 
said James J. Hill, “and a starving railway will not maintain 
rates.” In a similar vein the president of the Whiskey pool said 
in 1885 : 

Distillers, when they have an accumulation of goods on hand, will not 
hesitate to cut prices one cent a gallon to make a sale, when they will 
hesitate to pay one-half cent a gallon to make cutting unnecessary j even 
if double the amount is placed in their hands. 

He continued as follows : 

I am well convinced there is cutting going on secretly now, and unless 
provision is made at once to arrest it, it will be done openly, until there is 
nothing left of the market. Situated as we are, the question is no longer 
as to making a great amount of money, but to prevent our suffering great 
losses. 

Pools were a natural refuge for individuals who fought to 
keep as much of their independence as possible in situations 
calling desperately for cooperation. They began to disintegrate 
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as soon as emergencies seemed to have passed, but, as in the 
whisky industry, such recurrent lapses into free competition 
brought also the recurrence of its evils, ultimately forcing busi- 
nessmen to seek a more stable form of cooperative enterprise. 
It was in such situations that industrial trusts were formed. 

The trust was a device through which the stock of many com- 
peting corporations was assigned to a group of trustees in ex- 
change for trustee certificates, ownership remaining in the same 
hands as before, management now being concentrated in a single 
board of directors. Trusts could appear only in a society in which 
the corporation had become the dominant type of business or- 
ganization, in which property rights were represented not by land 
or other physical assets, but by negotiable paper easily convertible 
into other types of negotiable paper. As a business organization 
the trust was really Identical with a large corporation though 
it was created by different legal contrivances and functioned 
under somewhat different laws. The Standard Oil Company set 
the trust pattern In 1879, and so effectively did it operate under 
this new type of business enterprise that in the next decade 
appeared the Cottonseed Oil Trust, the Linseed Oil Trust, the 
Salt Trust, the Lead Trust, the Leather Trust, the Cordage 
Trust, the Sugar Trust, until by the 1890’s the term “trust” was 
applied invidiously to every seeming monopoly. In 1894, Henry 
Demarest Lloyd could write : 

In an incredible number of the necessaries and luxuries of life, from 
meat to tombstones, some inner circle of the ‘‘fittest” has sought, and 
very often obtained, the sweet power which Judge Barrett found the sugar 
trust had: It “can close every refinery at will, close some and open others, 
limit the purchases of raw material (thus jeopardizing, and in a con- 
siderable degree controlling, its production) artificially limit the produc- 
tion of refined sugar, enhance the price to enrich themselves and their 
associates at the public expense, and depress the price when necessary to 
crush out and impoverish a foolhardy rival. 

In whisky, salt, vegetable oil, leather, and other commodities, 
trusts were evaded as long as possible. In a few lines like petro- 
leum refining, meat packing, and steel, however, where strong 
leaders had the perspicacity to see the trend of the times before 

20 Lloyd, Wealth Against Commonwealth^ pp. 3-4. 
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it bludgeoned them into submission and where they had the vigor 
and unscrupulousness to apply their foresight, trusts and giant 
corporations were forcibly imposed upon lesser competitors de- 
spite their stubborn resistance. John D. Rockefeller was easily 
the most outstanding among these leaders. Of the trend toward 
consolidation he said : 

This movement was the origin of the whole system of modern economic 
administration. It has revolutionized the way of doing business all over 
the world. The time w^as ripe for it. It had to come, though all we saw 
at the moment was the need to save ourselves from wasteful conditions. 
. . . The day of combination is here to stay. Individualism has gone, never 
to return. 

Rockefeller had little use for half measures. When he went 
into oil, he gave up his other interests. When he set out to 
organize Cleveland refiners, he tackled ‘‘the largest concerns 
first.’^ When dependence upon railroads became too trouble- 
some and expensive, he built his own pipe lines. When producers 
of crude oil combined against him, they found that he had cor- 
nered transportation facilities. When he embarked upon retail 
distribution, he undersold great wholesalers and little grocers 
until they either became his agents or collapsed. When he ex- 
tended his empire beyond the borders of the United States, he 
employed in competition with alien companies the same rigorous 
price policies that had proved so profitable at home. 

Rockefeller abhorred waste. Having first eliminated it from 
every nook and cranny of his own business, mainly by vertical in- 
tegration and complete utilization of by-products, he was ready to 
attack it in the entire oil refining industry and thus give scope 
to his imperial ambitions. Aided by the panic of 1873 and the 
ensuing long depression, by 1879 he had accomplished his ob- 
jective. 

As early as 1867, Rockefeller had become the greatest refiner 
in Cleveland and had extracted his first rebate from the Lake 
Shore & Michigan Southern Railroad.^^ With this club he 
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pounded into submission his Ohio competitors, and by 1872 he 
was ready to battle refiners in New York, Pittsburgh, and Phila- 
delphia. Before the panic of 1873 they resisted him; but once the 
debacle came they were less unwilling to join the Standard or 
abdicate in its favor. Rockefeller’s managerial genius had pre- 
pared his firm to weather any financial storm, and the strength 
of his position enabled him to demand from the railroads the 
greatest rebates on his own freight payments, and drawbacks 
from the rates paid by other refiners. No company could long 
resist an opponent so well armed, and by 1879 Rockefeller con- 
trolled about 90 per cent of America’s refining industry.^^ By 
1877, with the aid of the New York Central and Erie railroads, 
he had crushed the efforts of Tom Scott of the Pennsylvania to 
enter the refining business ; and In 18 84, by building his own pipe 
lines, he forced into submission the Tidewater Pipeline Company, 
the last of his competitors. 

Expansion meant economy, said Rockefeller, and in pursuit of 
economy he was relentless. He was hated by his contemporaries 
for his methods, but it was chiefly because he was more adept than 
they at using means that lay to his hand. By 1879, he said,^® 

we had taken steps of progress that our rivals could not take. They had 
not the means to build pipe lines, bulk ships, tank wagons; they couldn’t 
have their agents all over the country; couldn’t manufacture their own 
acid, bungs, wicks, lamps, do their own cooperage — so many other things ; 
it ramified indefinitely. They couldn’t have their own purchasing agents 
as we did, taking advantage of large buying. 

In a society which strove to apply the laws of individualism to 
the activities of corporations, Rockefeller found plenty of com- 
pany among the successful seekers after loopholes and evasions. 
As always, business conditions in the Gilded Age were changing 
faster than the legal system; and, being ever in the van among 
businessmen, Rockefeller was generally more than two jumps 
ahead of the law. Testifying about him and his colleagues before 
the Hepburn Committee in 1879, William Vanderbilt expressed 
the popular opinion of his time; 

-^Nevins, Rockefeller, vol. I, p. 4S6. 
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Yes, they are very shrewd men. I don^t believe that by any legislative 
enactment or anything else, through any of the States or all of the States, 
you can keep such men down. You can*t do it! They will be on top all 
the time* You see if they are not. 

Much more ebullient than Rockefeller was Andrew Carnegie, 
and it was quite in character that while the oil nabob’s genius was 
management Carnegie’s was salesmanship. Nevertheless, they 
often used similar methods to achieve like results. Both were 
wonderfully astute in selecting the right men for the right jobs 
and pushing them to the limit of their capacities. Both abhorred 
pools, being the best competitors in their lines and needing no 
protection. And both believed in the justice of monopoly. “Pull- 
man monopolized everything,” wrote Carnegie after he had suc- 
cessfully merged the Woodruff and Pullman sleeping-car com- 
panies in 1869. “It was well that it should be so. The man had 
arisen who could manage and the tools belonged to him.” In 
pressing their pursuit of order and organization both scrupled 
little over methods, making the ends justify rebates, drawbacks, 
and, if occasion required, violence. And in achieving their ends, 
both were materially aided by the panic of 1873. In the depress 
sion that followed, Carnegie said afterward,^® 

so many of my friends needed money, that they begged me to repay them. 
I did so and bought out five or six of them. That was what gave me my 
leading interest in this steel business. 

When Other iron moguls were waiting for the depression to run 
its course, Carnegie was erecting his model rail factory at Brad- 
dock’s Field, and just as Rockefeller was capturing the refining 
business from his less efficient rivals, so Carnegie was capturing 
the market for steel from under the noses of his competitors. On 
terms of perfect intimacy with Gould, Vanderbilt, Huntington, 
and Sidney Dillon, he “went out,” as He said, “and persuaded 
them to give us orders.” 

By 1890, Carnegie had “obtained almost absolute control of 
the steel-rail business in the Pittsburgh district.” In 1892, all 
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his holdings were consolidated into the Carnegie Steel Company, 
capitalized at $25,000,000 and composed of the former Edgar 
Thomson Steel Works, the Duquesne Steel Works, the Home- 
stead Steel Works, the Union Mills, the Beaver Falls Mills, the 
Lucy Furnaces, and the Keystone Bridge Company. In addition 
the new corporation owned coal and iron mines and coke ovens. 
The British Iron Trade Commission said In 1892 :®® 

Modern iron making in America began ... in 1881. ... It became 
firmly established when Andrew Carnegie was the first to recognize and act 
on the necessity for the successful iron producer to control his own material, 
and it gained international importance when this wonderful man joined 
to plants and mines the possession of railroads and ships. 

Besides the Carnegie Company, by 1892 three other great 
corporations had organized regional monopolies in the steel 
industry, preparing the stage for the gigantic consolidations of 
the twentieth century. In the South was the Tennessee Coal & Iron 
Company, which in 1892 absorbed its largest competitor and 
emerged with a capitalization of $18,000,000. In the mountain 
region was the Colorado Fuel & Iron Company, capitalized at 
$13,000,000. In the Middle West was the Illinois Steel Com- 
pany, formed in 1889, ^ giant equal in capitalization to Car- 
negie’s firm and ‘‘believed to have a larger output than any other 
steel company in the world.” 

Outside steel and oil, similar combinations were being 
pushed to completion by Armour and Swift In meat packing, 
Pillsbury In flour milling, Havemeyer in sugar, Weyerhaeuser in 
lumber. By 1893 all had become leaders of great corporations 
composed in part of shoestring competitors that had fallen in 
every financial storm. 

OTHER people’s MONEY 

The first general use of the “modern” corporation In America 
was for the construction of railroads which required more cap- 
ital than any single person could subscribe. As manufacturing 
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expanded and became more and more mechanized, however, it 
also began to require large funds, and its managers used the 
corporate device to raise them. Gradually, therefore, a market 
was created for industrial stocks as well as for railroad securities 
and government bonds. As the property represented by such 
certificates seemed to yield attractive dividends, a greater part 
of American savings was drawm to them, and competition among 
investors was creating speculative fluctuations in many issues. To 
Americans Inured to risky enterprises these fluctuations only 
enhanced the appeal of common stocks, and the stock market in 
the decades after the Civil War came to play each year a more 
important role in the breath-taking development of the country. 
Since the greatest stock exchange was located in New York, that 
city strengthened its position as the real capital of the nation. 
From every section the savings of millions flowed there, and 
with these savings came the sharpest minds bidding for their use. 

As new institutions appear or old ones develop new functions, 
old controls grow obsolete before new ones are perfected. In the 
interim, adventurers Improve the opportunities for profit. In the 
case of the stock exchange, no one Illustrated this better than 
Jay Gould. Cornelius Vanderbilt unified his railroads while 
making large speculative profits on the side and Morgan sold 
securities to fund his mergers and reorganizations, but Gould 
“played the market” for itself alone. He knew his instru- 
ment like a virtuoso, knew every permutation and combination 
of its possibilities, knew how to exploit them till he hovered again 
and again on the very brink of failure but never once fell over. 
“I did not care at that time about the mere making of money,” 
he said with reference to his Missouri Pacific exploits. “It was 
more to show that I could make a combination and make it a 
success.” ®^ Careless of social approval, he was unscrupulous in 
flouting the unwritten standards of business. The exclusive New 
York Yacht Club refused him admittance, and Mrs. Astor never 
invited his family to her quadrilles. With nothing to lose in that 
direction he was yet freer to fleece high society. By his raids and 
ripostes in the market he made enemies who did not hesitate to 
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reply with violence; and though he was protected day and night 
by a detachment of plain-clothes men he suffered physical beat- 
ings. His retaliation was invariably to arrange a neat transaction 
that would cost his assailant dearly. 

While his contemporaries among manufacturers, therefore, 
were competing in commodity markets and organizing industrial 
trusts, and his railroad contemporaries were unifying their sys- 
tems and making and breaking transportation pools, Gould was 
also following the monopolistic trend, using the stock market as 
his lever to force combinations. He learned early that, as long as 
people could be persuaded to advance money, there was more 
profit to be made by wrecking concerns than by building them up, 
that there was more to gain from reorganization proceedings 
than from management that made such proceedings unnecessary. 
Having learned this, he became expert in attracting investors, 
clairvoyant in determining when they had reached the limit of 
tolerance. Through the New York World, of which he became 
owner in 1879, and Western Union, which he dominated after 
1881, he blasted at the credit of companies in which he was 
interested. Thus getting bear raids under way, he purchased stock 
in such companies at the nadir of their decline. Gaining control of 
their resources, he then told his readers how strong his companies 
had suddenly become, proved his contentions by paying liberal 
dividends out of capital, and then sold out at the zenith of the 
speculative course of their securities. Between times, he milked 
the assets of his companies until they became In fact the carcasses 
he had claimed they were when he started his bearish machi- 
nations. 

Gould improvised many variations on this favorite theme of 
profits through destruction. In one of his earliest- ventures in 
Erie, he, Fisk and Drew merely converted construction bonds 
into $7,000,000 worth of unauthorized stock, sold these to Van- 
derbilt who was seeking control of Erie, and then bribed the 
New Jersey legislature to legalize the transaction. Getting out 
of Erie in a strong cash position on the eve of the panic of 1873, 
he was ready to attack the Union Pacific. Running down its stock 
with ingenious bearish tactics, he bought a controlling interest for 
very little and then forced the directors to purchase from him 



TRIUMPH OF INDUSTRIAL ENTERPRISE 1.49 

the Denver. Pacific and Kansas Pacific, both of which he had 
acquired for a song. Clearing $10,000,000 in this transaction, he 
made about $10,000,000 more by successively damning and prais- 
ing Union Pacific and trading its stock accordingly. By 1879 he 
abandoned it, still keeping control of various western roads which 
gave him a trunk line of his own to the Pacific. To a Senate 
commission in 1887 he innocently explained his withdrawal : ®^ 

I thought it was better to bow to public opinion, so I took an opportu- 
nity, when I could, to place the stock in the hands of investors. In the 
course of a very few months instead of owning the road I was entirely 
out of it. • . . Instead of being thirty or forty stockholders there were 
between 6,000 and 7,000 representing the savings of widows and orphans 
. . . also a great many lady stockholders. 

Gould’s next venture was in Western Union, which he forced 
into submission by typical bear raids. When he got control he 
increased the capitalization of the company 25 per cent, using 
part of the funds for his private purposes. Turning next to the 
New York Elevated Railway, he slashed Its stock by advertising 
that the state Attorney General ( one of his men ) was going to sue 
for revocation of the company’s charter. In control, he again in- 
creased capital and imposed a ten-cent fare, thus making the 
general public as well as investors his dupes. 

Though Gould was the master trader of his time he was not 
alone in exploiting the new capital that was drawn to the 
great stock market In New York. Every merger that was con- 
summated, every trust whose stock was offered to the public in 
the decades after the Civil War, was capitalized at a higher 
figure than was warranted by the actual physical assets Involved. 
Promoters hoped that the elimination of competition would 
insure profits sufficient to pay higher fixed charges on new bonds 
and regular dividends on common stocks, or else they counted 
on making managerial profits simply out of the new money they 
attracted.®^ In most cases their calculations proved Incorrect, and 
when the panic of 1893 once again rocked the business world the 
burden of these additional capital charges proved too great. 
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The attractiveness of the stock market had made industrial financ- 
ing in America much more speculative than ever before, and 
the collapse was proportionately severe. 

As we shall see, this situation prepared the stage for the 
dramatic entrance of the investment banker as the director of 
the business life of the nation. Just as competition had made busi- 
nessmen prey to their own contrivances, so the ceaseless pursuit 
of speculative profits brought their combinations to the edge 
of disaster. From competitive anarchy within single Industries 
they had sought to escape through combination. Because they over- 
capitalized the resulting giants, they had to appeal for succor to 
the investment banker. That his price was high was due mainly 
to their own desperate condition, and though they argued and 
bargained and made a brave show of independence, they knew 
they must concede his demands in the end. Until 1893 Morgan 
was the leader in financing corporate reorganizations, and his 
work was limited mainly to railroads. After the panic his in- 
terests spread to other lines, and other private bankers entered 
the field. In most cases their price was the same: a large fee for 
services, and participation in the management of the reorganized 
company. Here was the nursery of the interlocking directorates 
and imperial holding companies that concentrated the manage- 
ment of American industrial enterprise In the few strong hands 
of the bankers. They dealt not in steel or meat or salt or coal, 
they supplied no essential industrial services. They controlled 
only the avenues to the savings of a maturing Industrial society, 
and thus they controlled its life. 

INDUSTRIAL SOCIETY 

Just as modern industrialism In the western world profoundly 
affected such distant places as China, India, and South Africa 
in the nineteenth century, so industrial leaders in the great cities 
of America affected life in every distant hamlet In the land. They 
controlled the railroads that brought the farmer’s produce to 
market, the flour mills that ground his wheat, the slaughterhouses 
that purchased his pigs, the machine shops that supplied his tools, 
the shoe factories that made his shoes, the salt and sugar refineries 
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that supplied Ills table with these necessities, and the oil refineries 
that gave him kerosene by which to read. There was in Amer- 
ica no miner who did not depend upon machine-made tools, no 
lonely cultivator who did not strive In vain to keep his sons on 
the farm, his daughters from some wicked metropolis. 

The growth of the railroads, the perfection of the telephone 
and Atlantic cable, the development of the telegraph, the im- 
provement of postal and express services in the decades after 
the Civil War, ail gave businessmen almost Instantaneous com- 
munication with every department of their far-flung economic 
empires— with their lieutenants at the sources of raw materials, 
their managers at fabrication centers, their salesmen In the mar- 
kets of the nation and the world. Often they had but to sit in 
their oflSces in great cities and press the proper buttons, call the 
proper clerks, dictate the pertinent letters, and their wishes 
would be transmitted to the proper subordinates and carried out 
a hundred, a thousand, three thousand miles away. No village 
was too distant to escape the influence of New York, Chicago, 
St. Louis, or San Francisco. No region was too secluded to 
escape the net cast by the Imperialists of every great center to 
catch the labor, capital, and natural resources of the ever more 
accessible hlnterlands. 

While the new technology was annihilating distance, helping 
to speed and centralize the administration of proliferating busi- 
ness enterprises, businessmen were developing new techniques 
designed to accelerate these trends. They were coming more and 
more in their fiscal transactions to deal in stocks and bonds, 
in rights to property rather than in physical property itself. 
They were using checks canceled through central clearinghouses, 
rather than cumbersome commercial paper. Their commodity 
transactions were increasingly conducted through negotiable bills 
rather than in raw products themselves. In almost all our large 
cities in these decades commodity exchanges began bringing buyers 
and sellers Into immediate contact, standardizing quality, codify- 
ing trade practices and developing systems of business ethics that 
speeded all transactions by making unnecessary the legal para- 
phernalia of competitive contract making — the jargon, the end- 
less details, the interminable oaths and affidavits. There was little 
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need, now, to go to the warehouses to test the quality of the 
wheat or to the docks to test the cotton. Varying qualities were 
classified by the exchanges and offered for what they were. As 
in stocks, frauds were perpetrated. Poor produce was passed 
off as the best, just as unauthorized stocks were sold as gilt-edged 
securities. But the markets responded each time with better 
regulations. Their very existence depended upon trust, upon the 
faith businessmen had in the reliability of their representations. 
It was axiomatic, therefore, that the exchanges must extend 
themselves to preserve this trust. They were generally successful 
in doing so, though raiders like Gould, who depended upon this 
general faith for the success of their own malpractices, fre- 
quently did their unwitting best to shatter business confidence. 

While the centrifugal force of expanding industrialism was 
extending the power of American businessmen to the farthest 
reaches of the land, other industrial factors were drawing more 
and more people each year to the centers from which this force 
issued. Rural mills and forges closed down in the decades after 
the Civil War, and their owners went to work in Minneapolis 
or Pittsburgh; cobblers went to Lynn and Rochester; packers, to 
St. Louis and Chicago, Once thriving villages in every section of 
the land were left deserted while their residents thronged to 
the cities seeking the bright lights, the education, the glowing 
opportunities that were promised them. There they joined with 
aliens imported from every section of Europe to create an ade- 
quate labor supply for enterprising businessmen. At least as im- 
portant in drawing business to the cities were the rate policies 
of the railroads. It was to the advantage of individual roads to 
keep business as decentralized as possible, so that they might 
charge monopoly rates from as many points as they could make 
dependent solely upon their lines. By overcharging businessmen 
at these points, however, the railroads forced them to move 
their plants to the larger cities, where alternative lines were avail- 
able and competitive rates were in force. By becoming great 
distributing centers for the products of farms, mines and fac- 
tories, metropolises also offered businessmen advantages in pur- 
chasing raw materials, fuel, and machinery. All these conditions 
brought businessmen swarming to the great cities of the East and 
Middle West, whose continual growth gave additional incentives 
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by bringing always more and more buyers and sellers together, 
enhancing the value of urban real estate, combining the funds of 
tens of thousands into great capital available at reasonable rates 
for industrial and speculative enterprises. 

While business expansion and business competition were draw- 
ing millions to the cities of America, technological inventions 
and Improvements were encouraging city life. Refrigerator 
cars on the railroads after 1875 helped to feed large land- 
less populations. Structural steel, introduced in the late seven- 
ties, helped to house them in their work. Urban rapid transit, 
beginning in 1869 with the Ninth Avenue Elevated in New 
York, helped them to move quickly and cheaply to and from their 
offices and factories. 

It is impossible to exaggerate the role of business in develop- 
ing great cities in America, and it is impossible to exaggerate 
the role of the cities in creating our business culture. The cities 
subjected hundreds of thousands of people to Identical pressures, 
at the same time exporting to every rural river valley, plain, and 
plateau uniform factory products. Creating a national market for 
standardized goods, they also created a national model of the 
successful man: the thrifty, shrewd, and practical clerk or 
mechanic who rose from the ranks to leadership. “The million- 
aires who are in active control,’^ wrote Carnegie, “started as 
poor boys and were trained in the sternest but most efficient of 
all schools — ^poverty.’* And he held up as examples, besides him- 
self, McCormick, Pullman, Westinghouse, and Rockefeller in 
manufacturing; Stanford, Huntington, Gould, Sage, and Dillon, 
in finance ; Wanamaker, Stewart, Claflin, Marshall Field, Phelps, 
and Dodge in merchandising.®^ Boys in the cities saw the stately 
mansions of these great men, saw their princely carriages, their 
gigantic offices and stores. Boys on the farms heard of them or 
studied their photographs in newspapers and magazines that 
were achieving national circulation. They read how these leaders 
of business society had acquired their rewards, and the ambitious 
set out to emulate them. Thus the ideals of our business leaders 
became the ideals of the great majority of the people, though 
only a few were themselves endowed with talent for leadership. 
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THE BUSINESS OF POLITICS 


WHILE industrial business was being consolidated into great 
units and winning for itself unassailable national supremacy, 
the business of politics, for a decade and a half after the Civil 
War, levied a heavy toll upon it. The general public, through 
federal, state, and local taxation, continued, of course, to^ con- 
tribute the largest amounts toward the support of professional 
politicians. But industrialists and railroad men especially were 
forced to pay extraordinary sums for political benefits, and fre- 
quently were blackmailed by threats of regulation or withdrawa 
of government aid. Faced with dissolution under the sectional 
and religious pressures of the fifties, the two-party system had 
now been firmly reestablished, with the new Republican party 
almost as strong in the federal government as the Dernocrats 
were later to become in the “Solid South.” Victory in the war 
and paternalistic legislation during the conflict had won for the 
Republicans a stanch nucleus of party regulars, and expanding 
government functions had given Republican leaders much new 
patronage to barter for the support of opposition bosses as 
well as thousands of new officeholders to tax for lavish contribu- 
tions to party chests. The politicians in power, therefore, could 
treat businessmen simply as customers, selling political support 
at the highest price the traffic would bear, depending mainly 
upon a nation’s gratitude and party discipline for the perpetua- 
tion of their tenure. . 

As the relations between government and business became 
more and more complex, however, and agrarians and reformers 
organized protesting blocs within the major parties and radical 
“third” parties outside them, the older spoilsmen lost their grip. 
They alienated businessmen by the audacity of their pecuniary 

154 ^ 
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demands, the public by their unremitting high taxes, and all 
respectable elements in society by their unrelieved record of 
corruption. The depression following the panic of 1873 made 
political levies continuously more burdensome, so enlarging the 
ranks of the disaffected that by the i88o’s the opponents of the 
spoilsmen were strong enough to take control into their hands. 
Symbolizing the change in American politics was civil service legis- 
lation in the states and Congress, beginning first on a very small 
scale to remove government jobs from party control. This relieved 
government employees from party taxation, forcing politicians 
thereafter to go to industrialists and railroad men for more 
and more of their campaign funds. It permitted directors of 
national corporations, therefore, to exercise more control over 
the personnel of party tickets, the policies of party platforms, 
the actions of victorious candidates. Just as they had begun to 
bring order out of business anarchy, so great industrialists and 
railroad men began to end political piracy, no longer having to 
go to the governmental market to bid against one another for 
favors. 

There was no unanimity among Industrial businessmen in the 
1870’s and i88o’s In the things they sought from political 
bargainers or political henchmen. Some wanted cheap money, 
others dear; some high tariffs, others low; some railroad regula- 
tion, others none ; some subsidies and lavish grants, others strict 
economy. But discussion of such problems was now reserved for 
party councils. Politicians continued to fight bitterly for the 
spoils of office, but only In terms of personalities, conflicts over 
real Issues being settled before they appealed to the voters — and 
settled almost always in the same way by Republicans and 
Democrats. Both recognized that industrial businessmen had be- 
come the best source of party funds, and both were eager, there- 
fore, to serve them, the Republicans as the ‘‘ins” to maintain 
control of patronage and graft, the Democrats as the “outs” to 
strengthen their challenge for the spoils. 

While In national affairs both parties thus were yielding to 
businessmen, in the states, especially the commercial farming 
areas of the Northwest, dissent from the trend of national pol- 
itics grew constantly more violent. By winning in the national 
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judiciary power similar to that which they exerted in the leglisla- 
tive and executive departments, however, railroad men and 
great Industrialists were able ultimately to ward off agrarian 
uprisings. 


“nothing counts except to win” 

The combination of a great war and a rapid expansion of 
business after i86i greatly extended the activities of political 
government and multiplied political officeholders. New excises 
entailed a host of new tax collectors. High tariffs made the 
customhouses hum with unwonted activity. Army and navy con- 
tracts opened employment to purchasing agents, Inspectors, book- 
keepers, clerks. Government munition factories gave work to 
thousands; homesteads and railroad grants occupied surveyors, 
recorders, clerical assistants; new internal revenue taxes, the 
growing budget, the expanding population, the constantly In- 
creasing immigration once the war was over, created new jobs 
in the Treasury, the post office, and the ports. The phenomenal 
growth of American cities with their new requirements In police 
and fire protection, their construction of sewage and lighting 
systems and new public buildings, their paving of streets, their 
administration of myriad state laws and municipal ordinances 
added thousands more to public pay rolls. Some of these jobs 
ended with the war, but most of them continued after 1 865 ; and 
all were filled on the recommendations of ward or district leaders, 
city or state bosses, Senators In Washington or the national 
chairmen of the parties. In the decades after the Civil War 
politics thus became one of the great businesses of the nation, 
steadily employing thousands of workers, seeking profits like any 
other enterprise in a competitive society. 

It has become customary to call the Republican party after 
the Civil War the party of “Big Business,” the Democratic the 
party of reform. At no time, however, did either party have a 
monopoly of bankers, industrialists, railroad men, or reformers; 
and until the i88o’s both were managed by politicians mainly for 
the benefit of politicians. Nothing shows this more clearly than 
the way in which the latter rigged the collection of customs 
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annoy, vex and dej3lete’’ importersd- The excise on, whisky, 
the politicians used not to supply the government with revenue, 
thus reducing other taxes, but to support their state machines — 
notably in Illinois, Indiana, Wisconsin, and Missouri.^ The 
Democratic Tweed Ring in New York, the Republican Gas Ring 
in Philadelphia, the bosses of Washington, San Francisco, Cincin- 
nati, and St- Louis, all taxed businessmen severely only to line 
their own pockets and those of their political partners. Cer- 
tainly the Reconstruction governments in the southern states 
functioned for no business but that of the carpetbaggers, making 
industrialists and railroad men wary about venturing into the 
region. “A party, said Secretary Seward, “is in one sense a joint 
stock company in which those who contribute the most, direct the 
action and management of the concern.”^ Until the early i88o’s 
contributions to both parties came mainly from officeholders and 
from candidates who depended upon the parties for support. 
Until then, therefore, the parties were run for their benefit, as 
was the government, which could not operate without them. 
“What are we here for,” exclaimed a delegate at the Republican 
National Convention in 1880, ^‘except the offices?” ^ “The source 
of power and the cohesive force” in American political parties, 
said James Bryce, “is the desire for office and for office as a 
means of gain.” ® 

In the age of Johnson and Grant politicians dealt in federal 
lands, mining and lumber resources, protective tariffs, mail con- 
tracts, subsidies, and pensions. They could regulate business, 
tax it, or protect it from regulation or taxation. Some critics 
of American politics in this period have complained that in 
distributing their favors the politicians acted for the benefit of 
Big Business. But we have seen what it cost Huntington, for 
instance, to get land grants for the Central and Southern Pacific, 

1 Under the revenue law in force until 1874 whole shipments could he con- 
demned for fraud on the basis of discrepancies that the importer could not pre- 
vent. Half of the money received from such condemnation was to be divided 
between the informant and the customs officials. (Martyo, Dodge, p. 290; Josephson, 
Politicos, jfp. 96, 153-154*) 

2 Nevins, Fisk, pp. 762-763. 

2 Beard, Rise of American Cimlization, vol. II, p. 7. 

^ Bryce, American Commonnsjealth, vol. II, p. 106. 

® Bryce, American Commonwealth, vol, II, p. 102. 
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what it cost him to avoid paying his .government loans. In 
November, 1877, Eluntington WTOte to his colleague, Colton:® 

You have no idea how^ I am annoyed by this Washington business, and 
I must and will give it up after this session. If w^e are not hurt this ses- 
sion it will be kcause we pay much money to prevent it, and you know 
how hard it is to get it to pay for such purposes; and I do not see my 
W’ay clear to get through here and pay the January interest with other 
bills payable to January ist, with less than $2,000,000 and probably not 
for that. ... I think Congress will try very hard to pass some kind of 
a bill to make us commence paying on what we owe the government. I 
am striving very hard to get a bill in such shape that we can accept it, 
as this Washington business will kill me yet if I have to continue the 
fight from year to year, and then every year the fight grows more and 
more expensive; and rather than let it continue as it is from year to year, 
... I 'would rather they take the road and be done with it. 

Jay Cooke of the Northern Pacific, Ames and Durant of the 
Union Pacific, Torn Scott of the Texas & Pacific, all had similar 
tribulations. The politicians were eager to do business with Big 
Business men only because the latter offered the largest fees; in 
an age of fearful competition, such businessmen vied with one 
another in bribing legislatures, administrators, judges to gain any 
advantage over their rivals. Stevenson of Ohio said in 1873:^ 

The House of Representatives was like an auction room where more 
valuable considerations were disposed of under the speaker's hammer than 
in any other place on earth. 

A party needed only votes to win seats in Congress and In 
state and local legislatures in order to carry on this business of 
politics. And as long as a party had its share of the spoils It 
could control sufficient votes. Not only was every officeholder 
forced to contribute money to the party chest, but he had con- 
stantly to work for the party ticket, to drum up votes at election 
time, to work for the district between elections. The twenty- 
five hundred customhouse employees in New York City were 
the backbone of the Conkling organization. The Internal revenue 
collectors operating from St. Louis were the zealous agents of 


SmShirn Pacific, pp. 2ii-ai2. 
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Logan of Illinois and Morton of Indiana. Ben Butler in Massa- 
chusetts, Zach Chandler in Michigan, Simon Cameron in Pennsyl- 
vania, each had his army of postal clerks and federal marshals 
trumpeting for the Republican stalwarts in his state. Add to them 
city and county officials — each not only a voter but a procurer 
of voters whose job depended upon his proficiency in the ward 
— and It is not difficult to understand how party loyalty was 
achieved and party discipline maintained. 

Party funds were used to rent offices and halls, to pay clerical 
help, to print posters and pamphlets, for traveling expenses. 
Where this combination did not guarantee the necessary votes, 
they were sought through bribery and fraud. ‘‘There are men 
in New York w^hom you can buy to make a false oath for a 
glass of beer,’’ declared Henry Butts, who investigated natural- 
ization frauds during Tweed’s regime.® Such oaths were required 
in the manufacture of citizens out of aliens and were made by 
the thousands when the machine was in danger. Between October 
8 and October 23, 1868, for Instance, Judge Barnard of the 
New York State Supreme Court naturalized 10,093 said 
the Tribune f “with no more solemnity than, and quite as much 
celerity as, Is displayed in converting swine into pork in a 
Cincinnati packing house.” ® 

From time to time In the 1870’s businessmen rebelled against 
the excesses of bossdom, organizing “liberal” movements in 
self-defense. In 1871 Democratic lawyers, bankers, and indus- 
trialists like Samuel Tilden, August Belmont, and W. F. Have- 
meyer formed the New York Citizens’ Committee to oust 
Tweed. In the same year Republicans like A. T. Stewart, William 
E. Dodge, W. and J. Sloane, and Arnold Constable combined, to 
protest against Conkling and his Republican henchmen in the 
New York Customhouse. As soon as they achieved their im- 
mediate objectives, however, such movements collapsed. Mer- 
chants, manufacturers, bankers, and lawyers had other businesses 
than politics to attend to. Besides, they themselves cut too many 
corners to tolerate absolutely honest administrators. What they 
wanted, as Horatio Seymour put It in a letter to Tilden in 1871, 


® Werner, Tammany Hall, p. 135. 
^Werner, Tammany Hall, p* 134. 
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was “men in office who will not steal but w'fao will not interfere 
with those who do.” Such men, however, were hard to find, 
especially among professional politicians. 

THE END OF THE SPOILSMEN 

The Republican party emerged from the war period as the 
savior of the Union, the emancipator of the Negro, the grantor 
of homesteads, railroad lands, and high tariffs. It had, therefore, 
strong emotional and material claims upon the affections of the 
American people. On the other hand, the Democrats, as the 
older party, had on their side traditional allegiances, old mem- 
bers and machines. While the loss of the South during radical 
reconstruction decimated their resources, the Democrats main- 
tained their ranks in the North and controlled many states and 
municipalities. Between them, therefore, the two parties mo- 
nopolized political offices and traded them as members of busi- 
ness pools traded market rights and divided profits. In Philadel- 
phia, for instance, in i88i, Republican reformers appealed to 
the Democrats to support their candidate for Receiver of Taxes 
against the regular Republican ticket put up by the Gas Ring. 
For a share in the booty of the Ring the Democratic bosses re- 
fused. They preferred allowing the Republican organization to 
win rather than to jeopardize the whole system of political busi- 
ness by supporting an independent reformer." 

By the i88o’s, however, the conditions that had permitted 
Republican Stalwarts to entrench themselves in the federal and 
state governments had run their course. The war was long since 
over. Reconstruction was complete. Southern Democrats had 
retrieved their civil and political rights, and federal troops sup- 
porting the carpetbag governments had been removed. In ad- 
dition, the old Stalwarts themselves were dying or retiring from 
politics. Oliver P. Morton died in 1877, Zach Chandler in 1879, 
Logan in 1886. Simon Cameron, boss of Pennsylvania, seventy- 
eight years old in 1877, abdicated in favor of his son. In 1881 
Conkling, refused patronage by Garfield, resigned from the 
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Senate, In 18S3 Ben Butler bolted from the Republican party 
to become Democratic Governor of Massachusetts, the next year 
becoming Greenback candidate for the Presidency. 

In national affairs the Democrats had had no opportunities 
to develop such corruptionists as dominated Republican ranks, 
but many Democratic state and local machines had been second 
only to the carpetbag governments in their quest for political 
booty. As early as 1874, however, in the key state of New York, 
the “liberal” elements in both parties rewarded Democrat Tilden 
with the governorship for his prosecution of the Tweed Ring. 
In 1876 Lucius Robinson, a director of the reformed Erie Rail- 
road, was elected in Tilden’s place despite Tammany’s opposition, 
and in 1882 Grover Cleveland became chief executive of the 
state. By 1884 the nation had followed the example of New 
York, sending Cleveland to the White House, the first Democrat 
to reside there since Buchanan. 

Each of these political changes was a measure of the control 
businessmen were gaining over the major parties. American in- 
dustry in the late seventies and eighties was employing each year 
more and more capital and labor, strengthening its pressure 
groups, clarifying its interests. Spencerian philosophers were 
spreading broadcast the Ideal of progress through business com- 
petition, and businessmen were making the claims of the phi- 
losophers seem but the clearest common sense. “Life [in America] 
in the last forty or fifty years,” wrote Godkin of the New York 
Nation in 1882, “has grown easier, pleasanter, and more lux- 
urious. Life in the United States to the average man is a sort 
of paradise.” President Harrison In his inaugural address in 
1889 spoke of American progress and prosperity as 

so magnificent in extent, so pleasant to look upon, so full of generous sug- 
gestion to enterprise and labor. God has placed upon our head a diadem 
and has laid at our feet power and wealth beyond definition and calcu- 
lation. 

The younger political leaders like New York’s Tom Platt and 
Maine’s “Czar” Reed had been bred in this atmosphere of 

The Nation, vol. XX 3 CV, pp. 348-349. 
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expanding business enterprise, while “reconstructed” southerners 
like Joseph Brown and Henry Grady were spreading its gospel 
through the South. “A nervous energy permeates all classes of 
people and all departments of trade and the spirit of enterprise 
never sleeps,” declared a southerner of Atlanta in i88i. “We 
have challenged your spinners in Massachusetts and your iron 
makers in Pennsylvania,^’ boasted Grady. “We have sowed 
towns and cities in the place of theories, and put business in 
place of politics.” Augusta boasted of being “the Lowell of the 
South” ; Columbus, “the Pittsburgh of the South” ; Atlanta, “the 
legitimate offspring of Chicago”: “‘Yes sir-ree, it’s a regular 
little old metropolis . . . 89,000 people in the last census — and 
Progress? Gen-tle-men, Progress? I’ll say Progress!” “ 

Besides “reconstructed” southerners, northern businessmen like 
Stanford of the Central and Southern Pacific and Depew of the 
New York Central were themselves entering Congress in the 
i88o’s. And after the passage of the Pendleton Civil Service Act 
in 1883 the new politicians came increasingly to depend upon 
such businessmen to finance machine work. At the same time old 
ward heelers were being supplemented at election time by am- 
bitious clerks and salesmen. Garfield had complained in 1870 that 
businessmen “want a representative in Congress that they can 
own and carry around in their pantaloons pocket.” By 1880, 
however, he was asking and receiving the “assistance in the 
canvass of Rockefeller’s force of five hundred oil-selling agents 
located all about Indiana.”’® In 1884 the Democrats also en- 
listed business aid. “‘What about this man Cleveland?’ wrote 
James J. Hill, the western railroad builder, to Tilden. ‘He is 
all right,’ replied the corporation lawyer. Hill thereupon sent 
Manning [Cleveland’s manager] $10,000 — and telegraphed his 
associates in the West ‘to get busy’ for Mr. Cleveland.” 

The transition from political business to business politics was 
not an abrupt one. It became evident roughly about 1876 with 
the Tilden-Hayes campaign when the bosses of each party felt 
the need to conciliate the electorate with candidates who were 
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unassailable as “good machine men.” It was complete by 1888 
when Harrison was teamed with the New York banker Levi 
Morton to run against the New York gold Democrat Cleveland. 
In February, 1877, just before Grant left office, the western cap- 
italist John H. Van Alen wrote that 

no permanent revival of business . . . can be hoped for until important 
reforms are effected and an administration shall be organized on principles 
widely different from those which have governed the present one. 

By 1882 those “reforms” had been so thoroughly “effected” 
that Henry Demarest Lloyd, after observing that “the Stand- 
ard [Oil Company] has done everything with the Pennsylvania 
legislature except to refine it,” could complain U® 

Rings and bosses are rising to the top in the evolution of industry as 
in that of politics. ... A few individuals are becoming rich enough to 
control almost all the great markets, including the legislatures. 

And by 1889, according to William Allen White,’^® 

a United States senator . . . represented something more than a state, 
more even than a region. He represented principalities and powers in busi- 
ness. One senator, for instance, represented the Union Pacific Railway 
System, another the New York Central, still another the insurance in- 
terests of New York and New Jersey. . . . Coal and iron owned a 
coterie from the Middle and Eastern seaport states. Cotton had half a 
dozen senators. And so it went. 

Harrison’s cabinet was sometimes called the “Businessman’s 
Cabinet” because It included the merchant John Wanamaker and 
the marble king of Vermont, Redfield Proctor. But it was in the 
Senate that the change in American politics could now be seen 
most clearly. Among the great businessmen there by 1889 were 
the lumbermen McMillan and Stockbridge of Michigan and 
Phlletus Sawyer of Wisconsin. From Ohio had come Calvin 
Brice, director of banks and railroads, and H. B. Payne, father 
of the Standard Oil magnate; from Nevada, James Fair the 
“Bonanza king” and John P. Jones, owner of silver mines. 
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California sent the gold miner and newspaper publisher George 
Hearst. Together with William B. Allison of Iowa, Donald 
Cameron of Pennsylvania and Nelson Aldrich of Rhode Island — 
each a representative of banks, railroads, and other utilities — 
these men constituted a ruling clique that through the committee 
system of legislation controlled every bill that tried to run the 
gantlet of the Senate. And presiding over their activities was 
Vice President Levi Morton, who ranked with Belmont and 
Morgan as one of the greatest bankers in the land. 

This august body was labeled the “Millionaires’ Club” by 
contemporaries. What its members thought of themselves and 
their colleagues was felicitously expressed some years later by 
Senator Hearst:™ 

I do not know much about books; I have not read very much; but I 
have travelled a good deal and observed men and things and I have made 
up my mind after all my experiences that the members of the Senate are 
the survivors of the fittest. 

ELECTIONS WITHOUT ISSUES 

As certain powerful business interests thus were capturing 
control of the major parties, other groups in American society 
were getting less and less representation in American govern- 
ment. Most important among these groups were the commercial 
farmers of the South and West. Others included silver miners 
who were at odds with eastern bankers over monetary inflation ; 
ocean shippers who contended unsuccessfully with protectionists 
over the tariff; small manufacturers who were discriminated 
against by the railroads and harassed by competition from larger 
companies; and industrial workers whose collective bargaining 
activities were obstructed by state and federal courts. 

From time to time these groups made demands upon the ruling 
interests, threatening them with agrarian uprisings and national 
political revolts. In the seventies the “Anti-Monopoly” Granger 
groups challenged Republicans and Democrats for control of 
many western states. In the late seventies and early eighties the 
Greenbackers, and in the early nineties the Populists, ran presi- 
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ciential candidates as well as candidates for local offices. More 
frequently the dissenting groups agitated within the major parties, 
seeking to pledge their platforms and tickets to revenue duties, 
income taxes, conservation of natural resources, regulation of 
transportation rates and industrial “Trusts/’ Sometimes they 
even demanded social legislation enacting the eight-hour day, 
the prohibition of injunctions in labor disputes, workmen’s com- 
pensation, old-age pensions, factory and housing inspection, the 
abolition of child labor, minimum wage laws. 

The more boldly the minority groups fought for such measures, 
however, the more vigorous was the opposition they encountered. 
In party caucuses and conventions, in legislatures, executive de- 
partments, and the courts they met the disciplined representatives 
of the ruling cliques, who had sufficient resources to beat almost 
any candidate, platform plank, or bill they disliked. The im- 
provised organizations of the protestants could not compete 
with the major parties, nor could minority spellbinders overcome 
the inertia of most of the members of those parties. Mute testi- 
mony to the failure of groups outside the ruling interests lies 
in the Democratic and Republican platforms; the record of 
Republican and Democratic administrations tells that failure 
aloud. 

In the seventies and eighties personal abuse, picnics, and 
parades enlivened presidential campaigns, while violence was the 
the determining factor In many close frays at the polls. The 
candidates generally were Civil War heroes hiding their political 
impotence behind manly beards while ward heelers whipped party 
regulars into line and editors and stump speakers “waved the 
bloody shirt” and “agonized more and more on the tariff.” 
Party platforms gave no clue to the problems of the time, no 
hint of dissatisfaction in America, indeed no excuse for 
parties except the quadrennial squabble for office to determine 
which group would be the stewards of the ruling interests. On 
no controversial issue did either party ever take a definite stand, 
and whenever either made a statement mentioning Money or 
Monopoly it was carefully vague. In 1880 the Greenback-Labor 
party denounced every attempt of Republicans or Democrats 
“to stir up sectional strife as an effort to conceal monstrous 
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crimes against the people*’’ In 1884 George .William Cii.rti.s de- 
clared that **the platforms of the two parties are practically the 
samed' And Henry Adams wrote in a letter to an English 

friend : 

Every one takes part [in the election]. We are all doing our best, and 
swearing at each other like demons. But the amusing thing is that no one 
talks about real interests. By common consent they agree to let these 
alone. We are afraid to discuss them- 

In March, 1883, the New York Nation declared that “the tariff 
was seized on by the Republican party as a substitute when they 
could no longer subsist on Ku KIux outrages and Southern 
wickedness.” Lest the Republicans dominate this “issue” just 
as they did that of the “bloody shirt,” the Democrats also “seized 
on” it By 1888 both parties had so belabored the subject to the 
exclusion of cFerythlng else that the agrarian radicals that year 
denounced Cleveland’s espousal of reduction as part of the usual 
game “to drowm the outcries of a plundered people with the 
uproar of a sham battle over the tariff.” 

Thus, as Lord Bryce said in his analysis of the American com- 
monwealth, “there was no politics in politics.” Democrats split 
with Democrats on some Issues and Republicans with Republicans 
on others, but in the end Democratic representives of the ruling 
interests usually joined with Republican representatives of the 
same interests to defeat any threats to the continuation of their 
policies. Of Democrat Bland’s bill for the ‘Tree and unlimited 
coinage of silver,” introduced in 1877, Democrat Belmont de- 
clared that it was to “the whole civilized world ... an act of 
repudiation . . . and cast a stain on our national credit.” 
With Belmont’s aid, Republicans Sherman and Allison amended 
the bill to limit silver coinage severely and pushed it through 
both houses with the support of both parties. Dramatizing this 
confusion most clearly was the Greenback party, born in 1876 of 
the depression demand for expanded circulation of currency. In 
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that year it ran Democrat Peter Cooper for President. In 1880 
and 1884 respectively. Republicans Weaver and Butler carried 
the Greenback banner. 

On the question of the federal income tax there was similar 
confusion though it received much less publicity. Schuyler 
Colfax and Roscoe Conkling, both Republicans, had been in 
favor of the Income tax in 1861, and John Sherman in 1870 
had ‘^pled for its continuance on the ground that it was the 
only tax which distinguished between John Jacob Astor and the 
humblest citizen in the community.’”^® By 1872, however, Re- 
publican Anti-Income Tax associations had been formed in New 
York and Philadelphia to lobby against the tax, and one New 
Yorker pressed Hamilton Fish for its repeal in terms of party 
expediency. He wrote : 

I wish the income tax could yet be repealed. Our Union League has 
denounced it unanimously. They contribute very largely at elections, and 
... it is unfortunate this income tax is now to be called for. 

The Democrats were similarly at war with one another on this 
issue though they were not very articulate until after the short 
depression of 1890. In 1891, the Ohio State Democratic con- 
vention adopted a plank in favor of the tax which was denounced 
immediately by the Democratic New York Sun as “a final out- 
rage in the way of class legislation.” In the debate over the 
Democratic Wilson-Gorman tariff bill in the Senate in 1893, 
Democrat Hill of New York expressed his contempt for the 
income-tax provision In these words : 

European professors announce to American professors, who publish and 
believe it, the birth of a brand new political economy for universal ap- 
plication. From the midst of their armed camps between the Danube and 
the Rhine, the professors with their books, the socialists with their schemes, 
the anarchists with their bombs, are all instructing the people of the United 
States in the organization of society, the doctrines of democracy, and the 
principles of taxation. Little squads of anarchists, communists, and social- 
ists cross the ocean and would have us learn from them. 
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The contradictions in the records of the major parties only 
intensified the frustration of minority groups already offended 
by the silence of Democrats and Republicans alike on many of the 
issues that concerned the nation as as whole. We shall see that 
these frustrated groups were not easily cowed; but while they 
persisted in their fight against the railroads and the “trusts,” 
and in their fight for equitable taxation and easy currency, they 
did not really have a chance to win. 

THE DEFENSE OF NATIONAL BUSINESS 

The contradictions in party records might confuse the voting 
public, and the silence of party platforms on many basic issues 
might only add to the confusion, but periodically even the pol- 
iticians of the ruling business interests had to go to the public 
for votes. Simply for the right to continue in office, therefore, 
they had from time to time to make concessions to this public, 
passing laws which did not directly favor the leading interests. 
Big Business men were willing to yield such laws to keep their 
own politicians in power and also to forestall more stringent 
legislation later. Against the strict enforcement of these laws, 
however, the leading interests had to protect themselves, and 
in almost every Instance the machinery they created for this pur- 
pose proved successful — ^but not always before business was 
forced to resort to expensive corruption and to make expensive 
compromises. To remove the sting from the Granger legisla- 
tion of the late sixties and early seventies, for Instance, agents of 
the railroads had to bribe the commissioners and legislative com- 
mittees selected to regulate rates, or railroad politicians had to 
arrange to get friendly legislators elected or friendly commis- 
sioners appointed. In the meantime, the companies were forced 
to wage costly court trials until ultimate victory was won. 
Similar expenses were incurred by great national corporations 
in their efforts to sidetrack or defeat state legislative attacks upon 
their charters, or state suits alleging that their charters had been 
circumvented or ignored. 

That business politicians were ultimately successful in defeat- 
ing these early popular attacks upon Big Business corporations 
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was clearly shown by the repeal of the ‘‘Granger’’ laws In' 
Minnesota^ Iowa, and Wisconsin within two years after they 
had been passed. The growing demand throughout the nation 
for federal regulation of railroads and industrial “trusts” also 
showed the strength of Big Business resistance in the states, while 
the Supreme Court’s decision in the Wabash case in 1886 gave 
final legal sanction to such resistance, declaring that the states 
could not regulate, even wnthin their own borders, any traffic 
that Involved interstate commerce. Since these defeats for the 
opponents of Big Business only aroused stronger and stronger 
demands for federal action, however, new concessions had to be 
made by business politicians. Between 1874 and 1885, more than 
thirty measures were introduced in the House of Representatives 
providing for the regulation of interstate railroads; and some 
of these measures actually were passed, only to die In the Senate. 
By 1885, however, as memorials and petitions from chambers 
of commerce and citizens in eastern states were added to the 
flood of anti-railroad arguments and literature that had been 
coming from the Middle West for more than a decade, even the 
Senate had to yield. Its initial response was the appointment of 
the Cullorn Committee to conduct a thorough investigation into 
all phases of the problem of federal regulation of the railroads. 
In 1886 this committee made its report, concluding: 

It is the deliberate judgment of the Committee that upon no public 
question are the people so nearly unanimous as upon the proposition that 
Congress should undertake in some way the regulation of interstate 
commerce. 

This recommendation, combined with the Wabash decision for- 
bidding the states to continue with their regulations, set the stage 
for the Interstate Commerce Act, signed by President Cleveland 
on February 4, 1887. 

The Interstate Commerce Act was greeted with cheers through- 
out the farm regions of the West and by small businessmen 
everywhere. But the cheers were premature. The Act was to be 
administered by the Interstate Commerce Commission, simply 
a fact-finding commission with no coercive powers. The Com- 
mission could issue “cease and desist” orders to interstate rail- 
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roads charged by shippers or state commissions with giving dis- 
criminatory rates, rebates, or drawbacks to favored corporations, 
or with levying monopoly rates for short hauls, or with pooling 
traffic with other companies to keep up rates in competitive ter- 
ritories. But the commission had to appeal to the federal 
courts to enforce its orders; it could not enforce them 
itself. Thus the machinery was established for the obstructionism 
which the railroads soon became adept in employing. The com- 
mission’s orders would be received, the accused railroad would 
pretend to comply with them, in the meantime continuing its old 
practices. The commission would then appeal to the courts for 
an injunction against the offending railroad, and the railroad 
would appeal the injunction. The court would hear the appeal 
and render its decision. Then the loser — either railroad or com- 
mission — w'ould appeal to a higher court and finally to the 
United States Supreme Court, where a final disposition of the 
case would be made, on the average about four years after 
the original complaint was instituted. During all that time, the 
railroads would continue with impunity their old rate schedules, 
their pools, their systems of rebates and drawbacks, sometimes, 
indeed, making them even more burdensome upon complaining 
shippers in retaliation for their accusations. And in the end, the 
complainants would get no redress whatsoever. Between 1887 
and 1905 the Supreme Court heard sixteen cases brought be- 
fore it under the Interstate Commerce Act. In fifteen it found 
for the railroads.^® 

The “trust” movement among manufacturing corporations, as 
we have seen, came later in America than the development of 
interstate railroad systems, and efforts to regulate the “trusts” 
were commensurately delayed. By 1887, however, Louisiana had 
instituted suit against the Cottonseed Oil Trust and Nebraska 
against the Whiskey Trust. In 1888 New York attacked the 
Sugar combine, and in 1 890 Ohio sued the giant of them all, the 
Standard Oil Company. All these actions were “successful,” the 
“trust” being ordered dissolved in each case. In the meantime, 
in 1888 the House Committee on Manufactures began an eX- 
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tended investigation into various “trusts,’’ and under Populist 
auspices a great ^'anti-trust” drive had gotten under way in the 
West with Kansas in the lead. In 1889 that state passed the 
first state “anti-trust” act; by 1893 it had been followed by 
others in fifteen states and territories. 

The House investigation succeeded only in postponing con- 
gressional action on the “trust problem” and arousing heated 
discussions of it in many of the new periodicals and journals of 
the time. It was a problem fraught wnth complications, most of 
which the legislators did not understand. It was clear, however, 
as in the case of the railroads, that the politicians had to take 
some action. Senator Sherman defined Congress’s predicament 
when he declared in 1 890 : 

They had monopolies and mortmains of old, but never before such 
giants as in our day. You must heed their appeal [the American people^s] 
or be ready for the socialist, the communist, the nihilist. Society is now 
disturbed by forces never felt before. Congress alone can deal w^ith the 
trusts, and if we are unwilling or unable there will soon he a trust for every 
production and a master to fix the price for every necessity of life. 

Congress showed how willing it was to deal with the problem, 
passing without a murmur of dissent in July, 1890, the Sherman 
“antitrust” act which declared illegal any combination in restraint 
of trade or any attempt at monopoly. Sherman had little to do 
with writing the act that bears his name. It was written mainly 
by Senators Edmunds and Hoar, the latter remarking of Sher- 
man: “I do not think he ever understood it.” Sherman, how- 
ever, introduced the bill into the Senate and was active in pushing 
its adoption. 

The Interstate Commerce Act was a sop to the malcontents in 
American political society, the minimum concession by Big Busi- 
ness politicians to a balking electorate. The act was “a delusion 
and a sham,” admitted Senator Aldrich himself, , . an empty 
menace to great interests, made to answer the clamor of the 
ignorant and the unreasoning.” The Sherman Act was a similar 
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t!c\ ice iiesigneil to meet a similar situation. Of its passage through 
the Senate, Republican Senator Orville Platt of Connecticut, 
declared : 

The conduct of the Senate ... has not been in the line of honest prepa- 
ration of a bill to prohibit and punish trusts. It has been in the line of get- 
ting some bill with that title that we might go to the country with. ^ he 
questions of whether the bill would be operative, of how it would operate, 

. . . have been whistled down the wind in this Senate as idle talk, and 
the whole effort has been to get some bill headed: A Bill to Punish 
Trusts’ with which to go to the country. 

If the Sherman Act “were strictly and literally enforced,” said 
Senator Culiom, “the business of the country would come to a 
standstill.” And Mr. Dooley, commenting on the Act, said : 
“What looks like a stone-wall to a layman is a triumphal arch to 
a corporation lawyer.” 

While both acts were designed for circumvention, however, 
and national business interests in fact had no difficulty in getting 
around them, they proved to be expensive nuisances that Big 
Business would have much preferred to avoid. Moreover, they 
were constant reminders that the protective armor of laissez 
fake had been dented at last, no matter how slightly, by the 
importunities of a harassed public. It was not long, therefore, 
before a movement was under way for the repeal of both acts. 
The Sherman Act, however, soon became an effective instrument 
in fighting labor organizations, and repeal talk was quieted. And 
by 1892 the better part of political wisdom, as far as the Inter- 
state Commerce Act was concerned, also seemed to be for busi- 
ness to use the new government agencies for their own purposes 
rather than to attempt to crush them. That at least was the 
opinion of Attorney General Olney, who was so close to railroad 
men that he had accepted the Attorney Generalship from Cleve- 
land only after getting permission from President Perkins of 
the Chicago, Burlington & Quincy. In December, 1892, Olney 
wrote to Perkins : “ 
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My impression would be that looking at the matter from a railroad 
point of view exclusively it [repeal of the Interstate Commerce Act] 
^rould not be a wise thing to undertake. • . • The attempt would not be 
likely to succeed; if it did not succeed, and were made on the ground of 
the inefficiency and uselessness of the Commission, the result would very 
probably be giving it the power it now lacks. The Commission, as its 
functions have now been limited by the courts, is, or can be made, of great 
use to the railroads. It satisfies the popular clamor for government super- 
vision of the railroads, at the same time that that supervision is almost 
entirely nominal. Further, the older such a commission gets to be, the more 
inclined it will be found to take the business and railroad view of things. 
It thus becomes a sort of barrier between the railroad corporations and the 
people and a sort of protection against hasty and crude legislation hostile 
to railroad interests. . . . The part of wisdom is not to destroy the Com- 
mission, but to utilize it- 

While national business Interests were fighting lesser com- 
petitors and their agrarian allies on the battlefield of regulation, 
the bankers were also forced to energetic defensive measures 
against legislative meddling with the currency, and the protected 
manufacturing Interests had to fight constantly against downward 
revision of the tariff. Both of these groups, in the end, proved 
as successful as the railroads and the “trusts” in maintaining 
their strong positions in our political set-up. Against the bankers, 
the representatives of the commercial farmers and the silver 
miners of the West succeeded in passing various currency and 
coinage bills in the seventies and eighties. And in 1890, in 
return for their votes on the McKinley Tariff, the “free silver- 
ites” got the Sherman Silver Purchase Act, which greatly enlarged 
the coinage of silver and the circulation of “silver” legal tender 
certificates. By 1893, however, under pressure from President 
Cleveland, who blamed the Silver Purchase Act for the decline 
of government gold reserves, the Sherman Act was repealed and 
the country returned to a single gold standard. This was a signal 
victory for the bankers who had tried so hard to convince the 
American people that “dear” money was the only “sound” money, 
that legislative tinkering with exchange was “immoral,” that gold 
alone was the only “true” standard of value. Coming Just when 
the panic of 1893 burst upon the land, this repeal set the stage 
for the dramatic struggle of 1896, when the bankers and their 
industrial allies in the East and Middle West ably defended their 
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victory, sending down to a crushing defeat William Jennings 
Bryan and his free silver, debtor agrarian followers. 

In defense of the “gold standard” bankers had to fight only 
silver miners and debtor farmers. In defense of high tariffs, 
industrialists had to fight the farmers, practically all the ship- 
owners in the country and their banker allies as well as some 
manufacturers. The Standard Oil Company, for instance, being 
a great user of tin cans for kerosene and other products, carried 
on an unremitting w’arfare against the tin schedule. Despite the 
strength of the opposition, however, the high-tariff principle 
was maintained even more successfully than the “gold standard” 
right up to 1913, though a few concessions were made to special 
groups. Before 1890 the demand for a reduced tariff received 
important Congressional recognition only in the act of 1882 
creating a presidential Tariff Commission to Investigate the needs 
of American Industry, In the Innocuous act of 1883, and in the 
Mills bill of 1888 w’hich passed the House as a low'-tarlff meas- 
ure. Of the Tariff Commission appointed by President Arthur, 
Senator Aldrich explained that®® 

there was a representative of the wool growers on the commission ; there 
was a representative of the iron interest on the commission ; there was a 
representative of the sugar interest on the commission ; and those interests 
were very carefully looked out for. 

If the Tariff Commission was packed from the start with men 
picked by the protected Interests themselves, the Mills bill was 
made safe In a different way. Introduced into the House as 
a Democratic measure In response to Cleveland’s “tariff Issue” 
message of 1887, this bill was passed by the Democratic majority. 
In the Senate, however, at the urgent behest of James M. Swank, 
secretary and leading lobbyist of the Iron and Steel Association, 
the bill was amended so drastically that nothing remained but 
the enacting clause, to which the Senate added what was virtually 
Its own tariff measure. In April, 1888, Swank had written to 
Senator Morrill:®® 
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To ameiid the Mills Bill in the Senate (in any form) would be a vic- 
tory for the DeiiiocratSj who would make the most of it in the Presidential 
campaign* No inatter how nearly perfect the Senate might make the Mills 
Bill it would still be the Mills Bill* 

So adamant was the SenatCi therefore, in insisting upon its ver- 
sion, and so firm was the House in objecting to it that the 
two-headed bill was allowed to die in the conference of the two 

houses. 

Having resisted the efforts of the Democrats to win popular 
favor by reducing the tariff, the Republicans in the next election 
went all out to elect their owm President and Congress. Money 
was spent like water, and illicit voting was rife; and in the end 
the indefatigable Matt Quay was able to notify Harrison that 
he had won out. ‘Trovidence has given us the victory,” exclaimed 
Harrison when he learned the news. “Think of the man,” Quay 
later expostulated to A. K. McClure. “He ought to know that 
Providence hadn’t a damn thing to do with it.” And he added 
that he supposed Harrison “would never know how close a num- 
ber of men were compelled to approach the gates of the peni- 
tentiary to make him President.” 

When the Republicans returned to Washington victorious 
after this hectic campaign, they were faced not only with the 
tariff question once more but with the huge surplus of Idle gov- 
ernment funds in the Treasury, piled up during a decade of 
prosperity from internal revenue, large customs receipts, and 
the parsimony of the Cleveland regime. To meet both situations 
the McKinley Tariff was passed. Rather than reduce the tariff 
to an average rate sufficient to meet the financial needs of the 
government, at the instigation of Senator Randall, Democrat 
from Pennsylvania, Congress enacted the most prohibitory pro- 
tective duties in our history on certain schedules, while reducing 
revenue duties and broadening the free list only for the impor- 
tation of goods which could not possibly be produced in the 
United States and could not, therefore, compete with any Amerl- 
can products. Western opposition to this measure was angry and 
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articulate, but westerners- were bouglit off with the Slierman 
Silver F'^urchase Act, 

By 1894, however, depression once again had sapped the 
confidence of the nation. Agrarians had learned the futility of 
the Interstate Commerce Act and the Sherman Anti-trust Act, 
and the Silver Purchase Act had been repealed. PopuHsts had won 
many seats in Congress,. Cleveland was once more in the White 
House, and the westerners had found In Willia,m Jennings 
Bryan the greatest orator of his day to tell their story to the 
nation. In such an atmosphere the Wilson Tariff was introduced 
in the Plouse, moderately reducing rates on most commodities 
and carrying the hated income-tax provision. After many amend- 
ments had been proposed and defeated, the bill came to a vote 
and was carried only after revealing deep fissures in the ranks 
of both parties. Then the interests in the Senate got to work 
on it. When it finally emerged from “the mysterious recesses of 
the Democratic steering committee,^’ it had become the Wilson- 
Gorman Tariff, representing, as Senator Aldrich admitted, “a 
switch to Protection, incorporating increases from 10 to 300 
percent in a long list of items.” 

Thus the “Millionaires’ Club” in the Senate emasculated 
the last opposition measure of the three decades after the 
Civil War. But it was left to the Supreme Court in 1895 to 
administer the coup de grace. The income-tax provision of the 
Wilson-Gorman Tariff Act had somehow w^eathered the storm of 
the Senate’s attack; but it was immediately challenged in a suit 
which promptly came to the Supreme Court. By a fivc-to-four 
decision it was declared unconstitutional. This verdict, said Jus- 
tice Harlan in his dissenting opinion, “did monstrous, wicked 
injustice to the many for the benefit of the favored few in par- 
ticular states.” The St. Louis Post-Dispatch declared:^® 

Today’s decision shows that the corporations and plutocrats are as se- 
curely intrenched in the Supreme Court as in the lower courts which 
they take such pains to control. 
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THE HIGH PRIESTS 

The structure of nineteenth century American law was old, 
complex, and rigid. Its foundations reached down to the English 
Middle Ages. Its framework was the eighteenth century elabora- 
tion of the laws of property necessary to the new commercial 
and industrial class. And only its superficial trimmings were added 
in nineteenth century United States. The doctrine of stare decisis 
(decision by precedents) is the very essence of conservatism; the 
growth of a ‘^common law” is a slow organic development per- 
mitting little change in any single generation. And American con- 
stitutional law itself was based essentially upon precedents and 
mainly upon precedents of English common law. 

The men appointed to judgeships in the United States gen- 
erally have been educated to think only In terms of the existing 
legal environment. They have represented most strongly what 
Veblen called ‘‘trained incapacity”: the incapacity to evaluate 
events except In the restricted light of their own training. There 
have been, of course, lawyers and judges who could see the 
structure of the law objectively in Its relation to the rest of 
society, but such men have never made up a majority of the 
United States Supreme Court or any other large bench. 

The justices of the United States Supreme Court, In particular, 
have usually been men over fifty who had built up profitable 
legal practices, or who had had brilliant political careers. They 
generally have come from moderately distinguished middle-class 
families, and their views must always have been traditional 
enough to satisfy a majority of the Senate. As the most profitable 
type of legal practice by far, in the last seventy-five years, has 
been corporation law, a great majority of the members of our 
highest court during that period had previously served corpora- 
tions well. Among those who ascended to the bench after politi- 
cal rather than legal careers there have also been many who 
knew the needs of business best. In the hands of such middle- 
class gentlemen, therefore — gentlemen learned in the legal tra- 
ditions of the past and Immersed in the conservative attitudes 
of their own times— has lain the power to determine beyond all 
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appeal the proper social and economic interpretations of the 
studiedly vague statutes passed by Congress. And in the hands 
of the leaders among such men has lain almost equal power. For 
to the determination of the cases set before them the jus- 
tices of the Supreme Court have brought not only their learning 
and experience but also their personalities, and the element of 
leadership has played an important part in the decisions of the 
court from the start. The history of the court under John Mar- 
shall showed this clearly. Since Marshall there have been other 
leaders, not all of them Chief Justices but all of them helping 
to shape the opinions of their colleagues. Upon each successive 
court such leaders have imposed a continuity of attitude and 
interpretation that otherwise might have been lacking, thus add- 
ing to the stability of the highest law of the land. On the other 
hand, this very continuity itself often has been a strong bulwark 
against change in accordance with constantly changing social 
conditions. 

In 1865 the United States Supreme Court was composed of 
four Democrats and five Republicans. Three of the Justices had 
been born in the eighteenth century, two during Jefferson’s first 
administration, all the rest before 1820, when industrialism first 
began to make itself felt as a major force in American life. Faced 
with the problems created by the national expansion of business 
and the new relations between business and the federal and state 
governments, these men were at a loss to deal with them. Fearful 
of extending the jurisdiction of the federal courts to cover a 
torrent of cases involving abridgment by the states of the civil 
rights of the Negroes as well as the privileges and immunities of 
all other citizens, they persisted in interpreting the Fourteenth 
Amendment in the narrowest sense, thus leaving businessmen and 
business corporations, as well as Negroes, without any protection 
from state regulation of elections, for instance, or state regula- 
tion of railroad or warehouse rates. 

An attitude so out of tune with that of national business, Con- 
gress, the Chief Executive or the people, however, could not long 
endure, though even as late as 1879 the reluctant court was still 
handing down “narrow” Interpretations favorable to the anach- 
ronistic theory of “states’ rights” and against federal action. 
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Then the overdue change took place abruptly. Vacancies in, the 
Supreme Cciurt brought the appDintme.nt by Garfield ,and Arthur 
of three men more attuned to the per¥.asive spirit of the time. 
Furthermore^ among the three was Horace Gray, former Chief 
Justice of the Supreme Judicial Court of highly industrialized 
Massachusetts. Like other leaders of his day, Gray was an ardent 
nationalist, a firm believer in the Spencerian doctrines of progress 
through free competition. And it was he who in 1884 read the 
famous decision in Jutlltard v. Greenman ’which made explicit the 
change in interpretation which had been hinted at In several 
minor cases during the previous three years, a decision which 
well symbolizes the deep change In the court’s attitude. 

Juilliard v. Greenman tested the right of the government to 
issue paper money in time of peace and to give it legal-tender 
status: in other words it tested the constitutionality of the farm- 
er’s inflationary demands. In the spirit of John Marshall, Justice 
Gray made this problem, of vital importance in itself, the vehicle 
for radically broadening the interpretation of the Constitution. 
Before a packed gallery, w^hich thought it likely that the eminently 
“sound-money” court would decide against inflation, Justice Gray 
read : 

Congress has the power to issue the obligations of the United States in 
such form ... as accord [s] with the usage of sovereign governments. 
The power, as incident to the power of borrowing money or issuing notes 
of the government for money borrowed, of impressing upon those bills or 
notes the quality of being legal tender for the payment of private debts, 
was a powder universally understood to belong to sovereignty^ in Europe 
and America, at the time of the framing and adoption of the Constitution 
of the United States. 

An immediate victory for the inflationists at a time when they 
seemed no longer a real menace, this decision pierced in one 
sharp thrust the whole “states’ rights” constitutional theory. It 
demolished the idea of a federal government of delegated powers 
only, and took from the states their own cherished claims to 
sovereignty. What, indeed, could remain to the states if the 
federal government possessed all the authority of European 
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ceiitrali/.ed governments in connection with every power ^‘in- 
citleriE' to the clauses of the Constitution ! 

This w^as a revolutionary decision: one that had in essence 
been long awaited. If it shocked the country, almost as great a 
shock came with the simple announcement that ‘^Mr, Justice 
Field will deliver a dissenting opinion.’’ For this meant that 
Gray’s decision had been carried in the court by a vote of eight 
to one! Only three new justices had come to the bench since 
the earlier series of states’ rights decisions. Yet the states’ rights 
majority had disappeared, at least partly because of the influence 
of Gray’s masterful presence. 

During the next fifty years the Supreme Court adhered firmly 
to the new doctrine of nationalism for the benefit of business in 
its contests with the states. In the Wabash decision of 1886, as 
wx have seen, it forbade state regulation of interstate railroads. 
In the Milwaukee & St Paul Railroad case of 1890 It adopted 
a substantive view of the meaning of ‘Mue process” in the Four- 
teenth Amendment, giving corporations recourse to the federal 
courts to test the confiscatory character of intrastate rate regu- 
lation. In Smythe v. Ames in 1897 the Court went on to indicate 
some general basis for determining a fair rate of return on prop- 
erty subject to state regulation. This was forthright nationalism, 
a new spirit in the law of the United States, and Its application 
was not for long restricted to the field of regulation. In a series 
of decisions federal officers were broadly protected from action 
in the state courts, blanket federal injunctions were upheld in 
labor disputes, corporations were recognized as “persons” to be 
protected by the federal government under the Fourteenth 
Amendment, and the states were prevented from restricting hours 
of labor except in the direct interest of public health. Thus the 
court at last caught up with the spirit of the seventies and eighties 
as expressed in business enterprise and Congressional legislation. 
It had begun, on the one hand to advance the doctrines of na- 
tionalism to protect business from the states. And on the other 
hand it had begun to manifest Its allegiance to the Spencerian 
doctrines of competitive individualism to protect business from 
interference by the federal government. Against these two bul- 
w^arks the doctrine of |Hiblic interest made slow progress. 
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THE RISE OF FINANCE CAPITALISM 


BY 1 893 American business leaders like Huntington, Rockefeller, 
Havemeyer, and Carnegie had far outstripped their respective 
rivals. They had created tremendous economic empires for them- 
selves in older industries and had accelerated the decline of com- 
petition in every line in which they had become involved. Their 
political representatives had captured control of the major parties 
from the older spoilsmen and had successfully resisted the chal- 
lenge of other groups seeking political leadership. In the mean- 
time, in scientific laboratories throughout the world, new wonders 
were being prepared which were soon to revolutionize the physical 
aspects of American life and create new enterprises in American 
business. The gasoline motor was patented in the United States 
in 1878. Electric light and power appliances were improved 
enormously in the i88o’s. After 1875 light, strong alloys of 
iron, chromium, nickel, aluminum, manganese, and copper had 
begun to be used In growing quantities in American industry. 

In the two decades following the panic of 1893 these new 
developments absorbed increasing amounts of domestic and for- 
eign capital, but compared to the older key industries like rail- 
roads and steel they made comparatively small demands upon 
the large savings of the nation. These savings grew tremen- 
dously In this period, encouraging the directors of banks, trust and 
insurance companies to seek new opportunities for investments. 
And as more and more railroads and industrial ‘‘trusts’’ began 
to seek the advantages of “bigness” through combinations re- 
quiring much new capital, such opportunities were not difficult 
to find. While new inventions, new industrial and chemical proc- 
esses, therefore, were creating new outlets for investment capital, 
expansion and consolidation in older lines continued to give the 
major Impetus to American economic development. 

1 81 



i:8'2. the age of enterprise 

The more the industrial leaders in America became dependent 
upon iin'cstment bankers for funds, the shallower became their 
control over their own businesses; and by 1907 a few financial 
titans like Morgan, Rockefeller, Baker, Stillman, Schii, War- 
burg, the Guggenheims, and Ryan had gained dominant positions 
in the directorates of most of the key enterprises in the land. 
Leading American industrialists had successfully checked the 
political efforts of the farmers and other groups to regulate 
American business, but by 1907 many of these mdustrialists had 
succumbed to the more stringent regulation of a few private 
bankers who had learned how to monopolize the most important 
avenues to capital. 

If access to American savings gave the bankers control of 
many of our older key industries, it also gave them responsibility 
for developing new^ lines at home capable of using such savings 
in long-term expansion once the great consolidations were com- 
pleted, or of finding opportunities outside the country to put 
those savings to profitable use. By 1907 the latter alternative had 
begun to seem the more attractive one; but investors were 
reluctant to discard their traditional isolation and their suspicion 
of foreign governments. By then, the United States had appar- 
ently reached the stage England had reached a quarter of a 
century before, the stage France and Germany had reached by 
the 1890’s, the stage that had created among these older nations 
of Europe intense competition for control in ‘^backward” areas 
of the temperate zone and ultimately in every section of the earth. 
Between 1907 and 1914 complaints of hard times had become 
constant in the United States. The continent had been filled in 
from coast to coast, and no new cities were clamoring for building 
materials and transportation facilities. The railroad system had 
practically been laid, the heavy Industrial plant needed no imme- 
diate expansion, and attractive investment opportunities at home 
seemed to be declining in number. The bankers, however, per- 
sisted in their belief that the business uncertainty after 1907 was 
but a temporary dislocation like all previous business depressions. 
They w^ere slow, therefore, in endorsing the imperial ventures of 
the State Department under Roosevelt and Taft letting the 
government take the lead in trying to open foreign opportunities 
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for expansion and following only reluctantly. The result wus that 
after 1907 there was no vigorous business activity in the United 
States until the outbreak of the World War. 

A TECHNOLOGICAL REVOLUTION 

The w^estern world in the last decades of the nineteenth century 
w^as a world of w^ood, iron, coal, and steam. Its industry was 
wasteful and inefBcient, deafening and unwneldy. Already, how- 
evcfi American industrialists were beginning to yield to the possi- 
bilities of a new day. Well endow^ed technological colleges were 
applying chemistry and physics to the problems of manufacturing 
and communication, tiighly trained scientists and engineers w^ere 
discovering new wonders in nature, inventing new processes to 
make them available, new machines to make them profitable to 
business enterprise. Ideas for most new appliances and for im- 
provements in old ones continued to come from mechanics actu- 
ally employed in factories, but “theoretical” scientists were claim- 
ing more and more attention from alert businessmen. Great 
corporations were beginning either to set up laboratories of their 
own or to subsidize research in the nation’s schools and colleges. 
In 1907 Theodore N. Vail, president of the American Telephone 
& Telegraph Company, described the original aims and pioneer 
work of his corporation in this field. He said : ^ 

From the very commencement we had our experimental department 
. . . whose business it was to study patents, study the development and 
study these devices that either were originated by our own people or came 
to us from the outside. Then early in 1879 we started our patent depart- 
ment, whose business was entirely to study the question of patents and the 
patentability of these devices, to examine all patents that came out with 
a view to acquiring them, because, as I say, we recognized that if we did 
not control these devices, somebody else would, and we would be more 
or less hampered in the development of the business. 

The example of the telephone company was followed by elec- 
trical corporations like Edison and Westinghouse, whose success 
also depended upon control of patents, and engineering firms like 


1 Danieiian, T. ■©* T., p. 95. 



i 84 the age of enterprise 

the Baldwin Locomotive Company and steel companies like Car- 
negie’s, which were eagerly seeking improvements in steam and 
electric engines and in the quality of steel. In each of these lines 
great advances had been made before the panic of 1893. Incan- 
descent bulbs had been invented, making electric lighting available 
to homes as well as to great offices and city streets. Alternating 
current had been proved practical, making possible power trans- 
mission over long distances. Electric traction systems had won 
commercial success in half a dozen American cities. Steam engines 
had gained in efficiency and speed, steel alloys had gained in 
toughness and malleability, and patents had been taken out for 
the commercial production of aluminum, “the third most abun- 
dant element on the earth’s crust” ^ 

To these revolutionary changes in technology in the earlier 
period, Frederick W. Taylor was adding new ideas in industrial 
management. As foreman of the Midvale Steel Company in 1882 
he had begun detailed analysis of each “job” in the factory. To 
each minute phase of the “job,” he sought to apportion its precise 
decimal of total cost. He campaigned for constantly increasing 
mechanization, for atomic division of labor, for piecework wage 
systems. Taylor was highly successful in applying his program, 
but unlike the technological improvements of his times his ideas 
were slow in gaining currency among American Industrialists, for 
the latter were making adequate profits without experimenting 
in plant management. By 19 ii, however, when Taylor first pub- 
lished his book on scientific management, profits had dwindled, 
the rate of industrial expansion had fallen, and industrialists had 
begun to look for opportunities to reduce costs. Then Taylor’s 
ideas began to have as great a vogue in America as they had 
already had in Europe for a decade. 

These late nineteenth century Innovations, important as they 
were, soon proved to be but the first steps In the new progress 
of industrial technology. In the twentieth century the high-speed 
tool steel developed by Taylor and White In 1902 worked a quiet 
revolution in cutting machinery and hence in the productivity of 
mechanized industries. Open-hearth furnaces continued to replace 
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file more cumbersome and expensive Bessemer converters at such 
a rapid rate that steel production increased 150 per cent in the 
first decade of the new century,. The production of electric power 
and the number of its users grew at an equally rapid rate. Giant 
hydroelectric stations erected at Niagara Falls at the turn of the 
century were soon followed by others on the rivers of New 
England and the South, while additional steam generating plants 
swelled the total electrical horsepower used In industry to 13,- 
000,000 by 1912. By that year 40,000 miles of electric railway 
and trolley track, worth nearly $5,000,000,000, tied city and 
country ever more closely together. A new transportation indus- 
try seemed to be developing that promised to reenact the earlier 
role of the steam railroads as a consumer of private capital, 
but at this point a still newer form of transportation requiring 
far less initial capital, checked the progress of the trolley car. 
That was the automobile. 

Nonexistent on a commercial basis before 1897, the automo- 
bile industry during the next twenty years was to employ on a 
grand scale many of the earlier technological advances and, as 
much as any of them, was to work enormous changes In Ameri- 
can life. For glass, rubber, and the alloys out of which body and 
engine parts were made, automobile manufacturers depended 
upon new chemical and electrical knowledge and new electro- 
chemical processes. Ultimately automobile manufacturers became 
the greatest users of each of the commodities that went into 
automobile production, and labor In automobile assembly plants 
became more highly routinized and mechanized than in any other 
type of factory. 

American experience and American environment favored the 
automobile industry. From the nation’s earliest days carriage 
companies had been training men in the manufacture of bodies, 
wheels, and springs. In the i88o’s and 1890’s tricycle and bicycle 
companies had developed pneumatic tires. Since the early nine- 
teenth century manufacturing through the assembly of inter- 
changeable parts had trained mechanics and factory managers 
in such work, and since the 1850’s the production of farm and 
factory machinery and railroad locomotives had developed fa- 
miliarity with engines. Perhaps even more important were the 
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great distances in America, the demand for constantly increasing 
speed and the presence of a middle class sufficiently prosperous 
to purchase thousand-dollar articles. No comparable class bright- 
ened the prospects of the automobile industry in Europe, nor did 
English or French farmers, for instance, have to travel to cities 
a hundred or more miles away. European urban dwellers also 
rarely had to go such distances to visit relatives and friends. 

Since the beginning of the industrial revolution In America, 
most enterprises in almost every new industry had started with 
shoestring financing. The automobile industry was no exception. 
So great were the initial profits, however, that by 1910 about 
sixty companies w’ere producing cars. Most prominent among 
their products were the Olds, Ford, Maxw'ell, Reo, Buick, Cadil- 
lac, Studebaker, and Packard. Efforts to check cutthroat competi- 
tion among these companies were already under way, and the 
first successful automobile mergers were completed by William C. 
Durant in 1908 and 1909. Durant combined Buick, Cadillac, and 
Oldsmobile with many smaller companies under the name of 
General Motors. In trying to add to his line the Maxwell and 
the Ford he sought the financial aid of J. P. Morgan & Company 
and was refused. Durant had boasted to the bankers that 500,000 
automobiles would soon be sold annually. They thought he was 
mad. “If he [Durant] has any sense,” said George W. Perkins, 
“he’ll keep such notions to himself if he ever tries to borrow 
money.” * 

Durant was no technician and no administrator. He was a pro- 
moter. And the bankers who lacked confidence in the future of 
the new industry had even less confidence in him. Their sus- 
picions were justified when Durant in 1910 invested $8,000,000 
in General Motors’ plant expansion and $30,000,000 in new 
supplies. To justify such expenditures General Motors would 
have had to increase its business 500 per cent in a single year. 
Not even General Motors could grow that fast, and the new 
corporation was on the edge of bankruptcy almost as soon as it 
had come into existence. Durant was thus hard pressed for funds 
once again, and once again he encountered the bankers’ coldness. 
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After touring the money centers of the country without success, 
however, he finally, got aid from Lee Higginson & Co. and J. & 
W. Seligman & Co. Their onerous terms reveal once more what 
the ‘^money trusF’ thought of the new industry and its most 
energetic entrepreneur. For a five-year loan of $15,000,000 Gen- 
eral Motors paid the bankers $2,500,000 In cash and the equiv- 
alent of $4,000,000 in securities. The bankers also retained a first 
mortgage on the company’s assets to secure this loan. And, per- 
haps most important, they insisted that Durant surrender leader- 
ship of the company to the bankers’ trustees, who were to control 
its business for the duration of the loan. 

As early as 1908 Henry Ford was already one of the great 
automobile producers, and Durant’s failure to include him and 
Briscoe (of the Maxwell Company) In his merger left General 
Motors vulnerable to stiff competition. In 1909 Ford started to 
produce his Model T, and this competition became very severe 
indeed. Mass production of a single model permitted Ford to 
cut his costs drastically, and depending for profits upon volume 
of sales he slashed his prices as quickly as he cut his costs. Fords 
sold for $950 in 1909. In 1913 they sold for as little as $550. 
In that period Ford sales jumped from 10,607 to 168,000, the 
latter figure representing more than one-third of the output of 
the automobile industry in 1913- In 1914 Ford’s showing was 
still more remarkable. That year 248,000 Fords — 45 per cent of 
the total automobile production — were sold at $490 and up. They 
returned a profit of $30,338,000^ — 20 per cent above the banner 
year 19,13.^ 

Such performances pushed the automobile industry past its 
pioneering stage. Shoestring successes became fewer after 1910. 
National sales campaigns were undertaken to correct the preju- 
dice against the grotesque and greasy “horseless carriage,” and 
the common man as well as his wealthy neighbor began to enjoy 
the new contraption and to use it in his work. Construction and 
maintenance of roads and highways by state and federal govern- 
ments aided the new industry as much as earlier public assistance 
had helped the railroads. And it was not long before the rail- 
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roads themselves were threatened by this new means of trans- 
portation. How great a threat the automobile might become to 
railroad passenger traffic was suggested by the figures for 1915. 
That year the wholesale value of all automobiles produced was 
$700,000,000 — more than the gross passenger revenue of all 
American railroads for the same twelve months. 

THE CONSOLIDATION OF BUSINESS GOVERNMENT 

Electric and gasoline motors and electric power were trans- 
forming American life in the years between 1893 and 1913. The 
Industries that produced them, however, were still new, specula- 
tive, and apparently unstable. Capital, therefore, was not so 
readily drawn to them and it remained for older lines — railroads 
and steel especially, but also oil, farm machinery, sugar, meat, 
and tobacco — to continue as most attractive to American Invest- 
ment capital. Such capital increased at an unprecedented rate in 
this period, at the very time, however, when shrinking percentages 
of new funds were required to finance plant expansion. This 
left larger and larger amounts available for speculation and for 
the financing of unproductive mergers and reorganizations. 

In the 1870’s and i88o’s, as we have seen, mergers were made 
in American industry mainly to check cutthroat competition. In 
the half-decade after the panic of 1893, railroad combinations 
were made for the same reason. After 1898, however, in rail- 
roads as well as many other lines, mergers began to be made 
for more positive purposes. Prices in that year resumed their 
upward trend all over the world, profits multiplied, and cutthroat 
competition declined. Because of earlier mergers and the elimi- 
nation of many firms through failures during the recent depres- 
sion, competition in many industries was further curtailed. De- 
spite the return of prosperity, however, the rate of growth in 
American capital-goods industries had perceptibly begun to fall; 
the demand for capital for productive purposes had at last begun 
to slow down. Railroad building was extensive after 1898, but 
most of it was for double tracking, new sidings and enlarged 
terminal facilities — types of construction which were soon com- 
pleted. In steel, much of the new capital went for modernization 
of plants rather than for the construction oi lz.Tgc additional ■pTO- 
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ductive facilities. In mining, in the making of factory machinery, 
in the production of locomotives, and in other lines of heavy 
industry, the same tendency was apparent to a lesser extent, each 
line expanding at a rapid rate, but not quite in proportion to the 
rate of the late 1870’s and the i88o’s, not quite sufEciently to 
absorb the funds that were accumulating at ever greater speed in 
trust and insurance companies, commercial and savings banks. 
The new consumers’ goods industries also failed to absorb these 
funds, and the government Itself could find no use for them. 
They were left available, therefore, for speculative purposes. 
And since mergers proved the simplest way to create speculative 
opportunities, these funds began to find their way into the securi- 
ties of new combinations instead of into their plants. 

Capital Is a commodity dealt in by bankers as mine owners 
deal in coal or copper, manufacturers in textiles or shoes. And it 
was the eagerness of bankers to find markets for the funds de- 
posited with them or with financial institutions available to them, 
that gave great impetus to the consolidations that occurred in 
the United States between 1898 and 1903. As James J. Hill 
himself said in 1902 : ® 

The only serious objection to trusts has been the method of creating 
them — ^not for the purpose of manufacturing any particular commodity 
in the first place, but for the purpose of selling sheaves of printed securi- 
ties which represent nothing more than good will and prospective profits 
to promoters. 

This, however, was not the only factor encouraging centraliza- 
tion in American business, and leading among the others was 
the growing appeal to businessmen of sheer “bigness” itself. 
Through absolute control of an industry as In telephony and 
aluminum, or through partial control as in steel and other im- 
portant lines, “bigness” promised proportionate control over sup- 
ply and demand and hence over prices and profits. It seemed to 
promise, also, great savings in purchasing machinery, raw ma- 
terials, transportation services, and commercial credit. In bar- 
gaining with labor, in organizing production, in marketing 
finished commodles and in smoothing out seasonal fluctuations, it 
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seemed to offer similar economies. The completion of American 
railroad and telegraph nets made “bigness” still more attractive, 
permitting from central ofBces remote control of factories scat- 
tered all over the country and making available to one great 
corporation all the advantages of proximity to power, raw ma- 
terials, cheap labor, and markets. 

The fear of corporations already endowed with these apparent 
advantages of “bigness” broke down the opposition of many 
independent industrialists to participating in giant mergers, and 
the failure of the federal government to enforce the antitrust 
acts seemed to give such mergers legislative and judicial sanction. 
Though many states also had antitrust acts and tried to enforce 
them more strictly than the federal government, their efforts were 
nullified by the existence of many other states with no such laws. 
In competing for corporate business, the lax states reduced re? 
strictions in corporation charters to the disappearing point. They 
permitted interlocking directorates, encouraged the creation of 
giant holding companies and allowed such companies to do busi- 
ness anywhere. New Jersey was the leader in this movement, 
and so attractive were its corporation laws after 1889 that each 
of the seven “Greater Industrial Trusts” of 1904 (so classified 
by Moody to distinguish them from the lesser combinations), 
with a total capital of more than two and a half billion dollars 
and with control of approximately 1,528 plants in every section 
of the land, had a New Jersey charter. 

^ Though the pools, trusts, and large corporations of the seven- 
ties and eighties created a profound fear of monopoly throughout 
the nation and brought about the passage if not the enforcement 
of antitrust acts, this early trend toward consolidation was but 
a feeble beginning compared to the activity of the half-dozen 
years after 1898. By 1893, twelve great companies with an aggre- 
gate capital of less than a billion dollars had emerged from all 
the activity of the previous two decades. By 1904, there were no 
fewer than 318 industrial combinations — one of them (Morgan’s 
United States Steel Corporation) capitalized for more than $1,- 
400,000,000. Of the rest, there were ten with capitalizations 
above $100,000,000 and thirty others capitalized for more than 
$30,000,000. All told, with an aggregate capital above seven 
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and a quarter billion dollars, these 318 industrial companies 
controlled 5,288 separate plants. In addition, besides steam rail- 
roads, there were 1 1 1 public utility combinations by 1904, all but 
14 of them organized after 1893. They controlled 1,336 plants 
with capital in excess of $3,700,000,000. Overshadowing both 
these groups were the steam railroads themselves, the largest 
single type of enterprise in America except farming. By 1904, 
1,040 separate American railroad lines had been consolidated into 
six huge combinations, each of which, in turn, was allied either 
to Morgan or to Rockefeller interests, these giants between them 
controlling in railroads alone almost ten billion dollars of Ameri- 
can capital.® 

The usual procedure in organizing many firms into a merged 
giant corporation was for the directors of the new company to 
purchase with its new common stock the assets of the combining 
companies, to pay in common stock also the fees of the pro- 
moters who brought the combiners together and the fees of the 
bankers who worked out new financial structures. The bankers 
also received commissions in stock as well as cash for advancing 
whatever funds might be needed to consummate the transactions 
and for floating the bonds by which the new corporation con- 
tinued to acquire working capital. In this way, between 1898 and 
1904, for industrial consolidations alone, over four billion dollars 
in securities were issued.^ Since the new common stock was 
valueless and the new bonds were unnegotiable without markets, 
and since only the investment bankers had the facilities to create 
and organize such markets, the combiners even had they wished 
to do otherwise, had to come for aid to Morgan ; or Kuhn, Loeb ; 
or Speyer; Kidder, Peabody; Lee Higginson; Brown Brothers, 
or Belmont.® By purchasing strategic blocks of shares, such 
financiers had intrenched themselves in the directorates of 
life-insurance companies whose assets had grown from little 
more than a billion dollars in 1894 to almost five billion by 
1913.® They also held controlling interests in other types of in- 
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surance companies with assets by 1913 totaling nearly eight hun- 
dred million dollars, and in trust companies which had grown in 
number from 228 in 1894 to 1,732 in 1913 and had resources on 
the eve of the World War totaling six billion dollars.^" No na- 
tional or state bank had anything like such resources at its com- 
mand, none had the experience which private bankers had ac- 
quired over half a century in marketing government and railroad 
securities in the financial capitals of Europe and America. Besides, 
the national banks were forbidden to deal in common stocks and 
were too conservative until after 1908 to set up affiliates to 
market them. 

Obviously, therefore, though not all of the consolidations in 
the years around the turn of the twentieth century were instigated 
by the investment bankers, almost all had to be underwritten by 
them. Part of the price they always demanded for such services, 
a price which could not be denied if the merger was to be suc- 
cessful, was that the banker or his representative must have a 
seat on the board of the new corporation. Thus a small clique 
acquired a voice in every one of the great “trusts” that came 
increasingly to dominate the everyday life of the nation. And 
since this voice was always that of the supplier of new funds, it 
soon came to be recognized as the dominating voice without the 
assent of which no important alterations of policy were ever 
undertaken. 

THE “money trust” 

The private bankers first undertook corporate management 
simply to protect their railroad loans and investments from the 
havoc of competitive anarchy. Having reduced competition 
among the railroads by combining rival companies, however, they 
soon began, as we have seen, to pursue “bigness” in other lines 
as well, not only to create new investment opportunities but also 
to economize In production and marketing. Gradually, therefore, 
they came to make a veritable fetish of monopoly, sincerely be- 
lieving in the end that It represented the only source of order in 
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mature capitalist society. These bankers did not care to meddle 
in the administrative details of the corporations they controlled, 
nor in the private lives of the citizens who were dependent upon 
such corporations for jobs or services. They sought, however, to 
maintain constant vigilance over the managers of their corpora- 
tions and especially a rigid supervision of their financial policies. 

The bankers did not hesitate (as in the case of the New York, 
New Haven & Hartford Railroad) to burden profitable com- 
panies with bankrupt properties when this seemed necessary to 
effect consolidations. They did not hesitate (as in the case of 
A. T. & T.) to purchase at any price, or to suppress or tangle 
In endless litigation, industrial patents that threatened to attract 
new firms to stabilized markets. By controlling the financial poli- 
cies of giant industries and the financial resources of banks, trust 
and Insurance companies, they were able to dominate simul- 
taneously the users of capital and the collectors of capital. Thus 
they could regulate from the very heart of the economic system 
all its business activities. Incidentally, they made large personal 
fortunes through commissions by getting loans for their industrial 
corporations and by bringing borrowers to their financial cor- 
porations. More Important, however, was the fact that they 
monopolized the major credit resources of the nation and there- 
fore controlled the nation’s growth. Woodrow Wilson was quick 
to see that the bankers thus had worked a virtual revolution in 
the United States, perfecting the techniques by which the system 
of free enterprise was being brought to a close, by which expan- 
sion was being controlled and enterprise circumscribed. “The 
great monopoly In this country,” he said in 1913, “is the monop- 
oly of big credits. So long as that exists, our old variety and 
freedom and Individual energy of development are out of the 
question.” Earlier, in an address to the American Bar Associa- 
tion in 1910, Wilson sald:^^ 

Most men are individuals no longer as far as their business, its activities 
or its moralities, is concerned. They are not units but fractions; with their 
individuality and independence of choice in matters of business they have 
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lost their individual choice within the field of morals. They must do what 
they are told to do, or lose their connection with modern affairs. They 
are not at liberty to ask whether what they are told to do is right or 
wrong. They cannot get at the men who ordered it — ^have no access to 
them. They have no voice of counsel or protest. They are mere cogs in 
a machine which has men for its parts. And yet there are men with whom 
the whole choice lies. There are men who control the machine as a whole 
and the men who compose it. There are men who use it with an imperial 
freedom of design, whose power and whose individuality overtop whole 
communities. There is more individual power than ever, but those who 
e.xercise it are few and formidable, and the mass of men are mere pawns 
in the game. 

The imperial leader of the new oligarchy was the House of 
Morgan. In its operations it was ably assisted by the First Na- 
tional Bank of New York (directed by George F. Baker) and 
the National City Bank of New York (presided over by James 
Stillman, agent of the Rockefeller interests) . Among them, these 
three men and their financial associates occupied 341 director- 
ships in 1 12 great corporations. The total resources of these 
corporations in 1912 was $22,245,000,000, more than the as- 
sessed value of all property in the twenty-two states and terri- 
tories west of the Mississippi River, more than twice the assessed 
value of all property in the thirteen southern states.^® Not always 
in sympathy with Morgan and his allies were Schiff and Warburg 
of Kuhn, Loeb & Co., and their client Harriman, who himself 
had accumulated sufficient capital to become an independent finan- 
cial factor in the money markets of the country. Morgan had to 
tolerate the competition of Kuhn, Loeb because the latter com- 
pany, like his own, had powerful foreign banking connections. 
He did not, however, have to yield anything to the Guggenheims, 
the Moores, Whitney, Ryan, Field, or Gates, all of whom in 
this period, backed mainly by their own personal fortunes, sought 
from time to time to battle Morgan for control of some key 
corporations. These lesser financiers fought roughly among them- 
selves for dominance in industries left to them by the great 
‘ Money Trust,” and as long as they were content to limit the 
range of their interests they were allowed to fight unmolested. 
Let them once impinge upon the empire of their superiors, hoW- 
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ever, and they were punished. For such lese majesty Morgan in 
,1907 forced John yV. Gates out of the Tennessee Coal & Iron 
Company the better to preserve “harmony” in steel. In 1908 he 
coerced Thomas Fortune Ryan into selling control of the Equi- 
table Life Assurance Society lest its stock, as Morgan said, fall 
“Into hands that might prove Injurious.” It Is possible that 
personal prejudices prompted Morgan’s coldness toward the 
Guggenheims and Ryan; there can be little doubt that lack of 
social prestige hurt these less Important financiers. For all their 
social, religious, and economic divergences, however, all invest- 
ment bankers agreed with Morgan on the question of monopoly, 
and in times of panic they were willing, when permitted, to 
work with Morgan and his allies to preserve the integrity of the 
greater or smaller economic empires over which they ruled. 

The very occurrence of financial panics in the United States 
after the emergence of the “Money Trust,” however, seems to 
indicate that, for all their power and all their faith in the stabi- 
lizing influence of monopoly, the great bankers were neither in- 
fallible nor omnipotent. John Claflin said in 1901 

With a man like Mr. Morgan at the head of a great industry, as 
against the old plan of many diverse interests in it, production would 
become more regular, labor would be more steadily employed at better 
wages, and panics caused by over-production would become a thing of the 
past. 

As early as 1903, however, a 65 per cent decline from the “highs” 
of 1898 in industrial stock prices on the New York exchange 
had ended in a financial panic.^® Within four years a panic even 
more severe again decimated values. And after 1907 there was 
no real business recovery until 1915. Panics destroyed the faith 
in securities that was so essential to the success of the operations 
of the “Money Trust,” yet the members of that “Trust” not 
only could not avert panics; their very policies were calculated 
to bring them on. Only by maintaining constantly rising security 
markets could Morgan and his associates float the enormous 
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stock issues of their new combinations ; yet the higher the markets 
would rise, the harder investors would strain to enlarge their 
holdings, the more sensitive they would thus become to any hint 
of contraction and the more likely they would be to sell out in a 
panic when actual contraction took place. By 1903 and again by 
1907 the investors had thus overreached themselves. Tempted 
by the ‘‘Money Trust’’ with larger and larger issues until they 
were frightened by the size of their own holdings, investors were 
stampeded into selling In 1903 by revelations of fraud in the 
formation of Schwab’s “Shipbuilding Trust” and the consequent 
failure of the market to absorb the stock of Morgan’s Inter- 
national Mercantile Marine combine. In 1907 the success of a 
bear raid on United Copper created a similar selling stampede. 

The inability of the leading bankers to achieve stability in 
the economy of the nation, their inability to take the steps 
obviously necessary to achieve such stability, was perhaps their 
greatest failure. It was not, however, their only one. Morgan, 
Baker, and Stillman disclaimed responsibility for panics and de- 
pressions on the ground that their power was less than absolute 
and hence their control less than perfect. Quite correctly, they 
explained their acquisition of leadership as a natural evolution 
from the necessities of the economic situation in America and 
the world. And since they had thus not seized power in response 
to any social crusade, they felt immune from responsibility for 
general social welfare. For the welfare of their own companies, 
however, they had publicly assumed obligation ; on the credit of 
such obligation they had been able to gather up billions of dol- 
lars of the public’s money, and for their failure to maintain the 
integrity of such investments they could not escape blame. 

In reorganizing and combining railroads especially, three prin- 
ciples avowedly dominated Morgan’s activity : First, to guarantee 
solvency for the future, fixed charges must be reduced to a figure 
that could be met under all conditions, with the payment of divi- 
dends on common stock relatively of minor importance. Second, 
a general “community of interest” must be established among 
major companies so that costly competition would be replaced 
by cooperation. Third, the House of Morgan must dominate 
the boards of directors of the reorganized companies. In the crea- 
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tion of the Southern Railway System, in the reorganization of 
the Erie, Baltimore & Ohio, Reading, and almost every other 
railroad in which Morgan was interested, the last two of these 
principles were religiously observed. 

Morgan’s usual procedure in dealing with fixed charges was 
to compensate bondholders for accepting reduced interest rates 
by giving them additional securities in common and preferred 
stock, both cheap to print and carrying no specific obligations. 
In this way, while funded debts were momentarily scaled down, 
capitalizations were Increased to such an extent that the possi- 
bility of acquiring new working capital by selling stock (the 
safest method for soundly managed corporations) was oblit- 
erated. For new money the reorganized roads could only return 
once again to issuing bonds, to ballooning once more their funded 
debts. And that is exactly what they did. ‘‘In 1890 the funded 
debt of American railroads exceeded their stock capitalization 
by only $165,000,000. By 1918 this excess had grown to $2,929,- 
000,000, an Increase of 1,675 cent in the amount of differ- 
ence.” Total capitalization, in the same period, had risen 137 
per cent, capital stock only 108 per cent and funded debts 165 
per cent. As William Z. Ripley testified before the United States 
Industrial Commission as early as 1899:^® 

. . . the result was that through the reorganization you have got more 
stock and bonds than you had before you went into it ; whereas the real 
cause of the receivership and of disaster was that they had too many 
stocks and bonds in the first place. 

In applying these principles of financial reorganization, Mor- 
gan was not alone among the Investment bankers ; nor did any 
of them restrict such operations to railroads. The result of their 
procedures was brought home to the Investing public as early as 
1903 when thirty-seven new industrial “trusts,” capitalized for 
more than $600,000,000, were already “disintegrated” or de- 
funct, and thirteen others, capitalized for an additional half- 
billion dollars, were In financial difiicultles.^^ The discontent cre- 
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ated by such conditions was aggravated by the failure of the 
United States Steel Corporation to pay common-stock dividends 
between March, 1904, and October, 1906, and by the failure 
of many other new industrial and railroad combinations to pay 
any dividends whatever. The outcome was that the marketing of 
new securities became Increasingly difficult and the business of 
the bankers declined. They tried to save face In 1907 by blaming 
Theodore Roosevelt and his administration for their troubles. 
But Roosevelt replied : 

You say the fear of investors in railway securities must be dispelled; 
and you say that the people now have the impression that the greatest 
business interests (those of railroads) are imperiled. I am inclined to think 
that this is the case. If so, the responsibility lies primarily and overwhelm- 
ingly upon the railway and corporation people — that is, the manipulators 
of railroad and other corporation stock — ^who have been guilty of such 
scandalous irregularities during the last few years. 

While reckless financing, the avowed bugbear of the “Money 
Trust,” was chiefly to blame for the growing discontent with 
banker management in the years before the election of Wilson, 
it was not alone responsible. The bankers had disclaimed obliga- 
tion for general social welfare, but they had frequently stated 
that many social benefits would result from their financial deals. 
And when these benefits, like corporation dividends, also failed 
to materialize, discontent increased rapidly. In many corporations 
controlled by the bankers, the anticipated economies of “bigness” 
had not been realized, while partial or complete monopoly also 
had failed to bring the savings expected. In addition, both “big- 
ness” and^ monopoly had produced new difficulties of their own, 
all of which proved costly. 

Perhaps the most important of the new problems was created 
by the passage of policy-making power from the leaders of sepa- 
rate productive units Into the hands of men overloaded with 
directorships in a score or more of huge combinations. Men 
trained only In banking and finance now began to control manu- 
facturing and transportation. Men to whom financial expediency 
was always the first consideration, now began to control the 
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strategy of long-run planning in production and service. This 
change gradually dulled the initiative of erstwhile American 
entrepreneurs and straitened their inventive and organizing 
genius. It left them, when they remained as managers of plants 
that were once their own, simply bureaucrats in huge organiza- 
tions, unable, without consulting their financial superiors, to adopt 
new methods or to discard costly old ones in plant operation or 
management. Since these superiors either were unavailable, or 
else were opposed to experimenting with new schemes, lest it 
disturb their financial arrangements, conservatism became as 
characteristic of many branches of American industry as reckless- 
ness had become characteristic of finance. ‘Tt is a well-known 
fact,” said a Memorial to the Inventors’ Guild in 19 ii, “that 
modern trade combinations tend strongly toward constancy of 
process and products.” About the same time, the Engineering 
News commented : 

We are today something like five years behind Germany in iron and 
steel metallurgy, and such innovations as are being introduced by our iron 
and steel manufacturers are most of them merely following the lead set 
by foreigners years ago. We do not believe this is because American en- 
gineers are any less ingenious or original than those of Europe, though 
they may indeed be deficient in training and scientific education compared 
with those of Germany. We believe the main cause is the wholesale con- 
solidation which has taken place in American industry. A huge organiza- 
tion is too clumsy to take up the development of an original idea. With 
the market closely controlled and profits certain by following standard 
methods, those who control our trusts do not want the bother of develop- 
ing anything new. 

President Wilson had this to add : 

I am not saying that all invention had been stopped by the growth of 
trusts, but I think it is perfectly clear that invention in many fields has 
been discouraged, that inventors have been prevented from reaping the 
full fruits of their ingenuity and industry, and that mankind has been 
deprived of many comforts and conveniences, as well as the opportunity 
of buying at lower prices. 

Nothing, perhaps, shows the lack of enterprise of banker 
leadership as dramatically as the refusal of Morgan to finance 
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General Motors and the failure of General Motors, after Lee 
Higginson & Co. did advance funds, to keep pace with Ford and 
other independent companies in the production of automobiles. 
The initiative for drastic price cutting, for rapid expansion of 
markets, for the development of mass production and belt as- 
sembly lines, all came from manufacturers who knew automobiles 
and factories, not from bankers who knew only stocks and bonds. 
But at least as important as the failure of the bankers to stimu- 
late the adoption of new inventions and the growth of new in- 
dustries, were their agreements to limit speed on the railroads 
without reducing rates, and their failure to keep their lines, 
plants, rolling stock, and machinery in anything better than mini- 
mum repair. In addition, banker control led to frauds and de- 
falcations that grew out of insufficient attention by responsible 
officers to the details of management. But most important of all 
was the bankers’ failure even to try to check the loss of human 
life. 

Especially weak in this respect was their administration of the 
railroads. The rate of fatalities per passenger carried on Ameri- 
can lines even after bankers assumed control was exceeded only by 
the roads of Canada and Russia.^^ Adoption of adequate brakes, 
signals, and switching devices, and of steel passenger cars in place 
of wooden ones, usually waited upon severe accidents which called 
to the public’s attention the condition of the monopolistic lines 
over which they rode. The same was true of mills, ships, and 
mines, where costly safety apparatus was rarely supplied until a 
series of injuries and deaths made their adoption imperative. 
Commenting on this condition, E. A. Ross declared in 1907 that 
the failure to observe fire regulations, to install safety devices 
in factories and in mines and on railroads, to inspect unseaworthy 
boats, might take a fearful toll in lives, but none of those involved 
in the process realized that they were guilty of manslaughter.** 
The reason was that while the corporation in the new organiza- 
tion of society had grown from a simple financial device to the 
only apparent doer of things, the law had not yet adjusted itself 
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to the requirements of the new corporate society. You could not 
jail a corporation for crime, and you did not yet hold directors, 
themselves private persons, responsible for the acts of other 
“legal persons.” 

The same incompetence that shackled the law In dealing with 
corporate manslaughter shackled the stockholders of corpora- 
tions In dealing with corporate management. And since corporate 
management was becoming actual national management, this 
meant not only that the bankers, through their financial opera- 
tions, had worked an economic revolution in the United States, 
but that they were In the act of working also a drastic political 
revolution. The Bankers^ Magazine Itself admitted as much in 
1901 when it said : 

As the business of the country has learned the secret of combination, 
it is gradually subverting the power of the politician and rendering him 
subservient to its purposes. . . . That [government is not] entirely con- 
trolled by these interests is due to the fact that business organization has not 
reached full perfection. 

That business organization, by such a criterion, had not yet 
reached full perfection by 1906, 1910, or 1912, became increas- 
ingly clear to the businessmen themselves; but that It was 
gradually approaching such perfection was being made equally 
clear to the public, especially the Investing public. Convinced by 
steady propaganda either that Its common stock ^‘had no value 
at all, actual or prospective, except through reorganization,” or 
that the value of common stock would be enormously enhanced 
by some merger, investors were prevailed upon, in almost every 
consolidation, to exchange their stock for trustee certificates and 
thus to allow their votes to be cast by an exclusive voting trust 
composed of the interested bankers or their appointees.^® Though 
such voting trusts were supposed in almost every case to terminate 
when the reorganization or consolidation was completed, they be- 
came instead permanent bodies directing the affairs of the new 
corporations. Morgan constantly avowed his Intention of termi- 
nating such trusts when “a majority In amount of the stock re- 
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quested it.” To organize such a majority, however, among stock- 
holders scattered all over the world, was enormously difficult. 
Henry P. Davison, a Morgan partner, admitted to the Pujo 
Committee “that he could not name any case in which the stock- 
holders in a great railway system had been able to oust the 
incumbent management ; individuals such as Harriman, Morgan 
or Hill could buy control of railroads and oust the officials, but 
for ordinary stockholders to band together for that purpose was 
unheard of.” ^ 

If the “owners” of the corporations thus were stripped of 
control, so, of course, was the public which the corporations were 
presumed to serve. And since the financial empires represented by 
such corporations were rapidly becoming the dominant force in 
the nation, America’s democracy was profoundly threatened. 
This condition, combined with all other sources of discontent 
with the administration of the “Money Trust,” aroused wide- 
spread protest. Magazines like McClure’s and the Arena were 
flooded with literature hotly critical of the bankers. Such books 
as Brandeis’s Other People’s Money, Lawson’s Frenzied Finance, 
and Richard T. Ely’s Monopolies and Trusts also took the 
bankers to task. The Houses’s Pujo Investigation in 1912 sup- 
plied writers and speakers with an inexhaustible arsenal of in- 
formation with which to attack the “Money Trust,” but, as 
we shall see, this flood of protest hardly obstructed the operations 
of the bankers. It did, however, call to the attention of the 
people the nature of the changed society in which they lived. 

BEYOND CONTINENTAL FRONTIERS 

By the last decade of the nineteenth century the United States 
had constructed her essential factories and transportation systems, 
had filled up and opened to cultivation most of her good arable 
land, had charted practically all her high-grade mineral de- 
posits. American industry had conquered the continental wilder- 
ness, had ceased to use up domestic as well as foreign capital, 
had stopped returning the high profits of the old days of mighty 
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expansion. ‘The nation is made — Its mode of action is de- 
termined,” exclaimed Professor Woodrow Wilson in 1897. Then 
he went on to ask, “Where do we go from here?” 

What we want to know [he said] is what is the nation going to do with 
its life, its material resources and its spiritual strength? How is it to 
gain and keep a common purpose in the midst of complex affairs • . . ? 
How is the nation to get definite leadership and form steady effective 
parties? . . . How shall we settle questions of economic policy? Who is 
to reconcile our interests ? 

As we have seen, the bankers and Big Business men gave one 
answer and promised to make it the only one. Another group 
In American society, however, was ready to turn to its own uses 
the bankers’ consolidation of American business. The concentra- 
tion of economic and financial control in a few strong hands, the 
completion of the transcontinental railroad, telegraph, and tele- 
phone systems, the development of national news services like 
the Associated Press, of national markets for magazines, books, 
and standard factory products, had diminished American sec- 
tionalism, had helped create a new spirit of nationalism in the 
country and with it a renewed sense of patriotism. To men who 
had scorned pecuniary ambitions or had been jostled uncom- 
fortably in pursuit of them, here at last was a new avenue of 
approach to the American people, a new channel through which 
to satisfy personal longings for power. Here was a new national 
temper for early Progressives to exploit in their efforts to make 
the nation deeply ashamed of the “corruption” of its politics, 
of the “self-seeking” of its business leaders. Here was a new 
national temper for the Progressive firebrands — for Roosevelt, 
Hay, and Beveridge — to enlist against the “cowardice” of our 
foreign policies in the heyday of business politicians, to enlist 
in support of an embattled crusade for the right and the just, 
in support of a “splendid little war” with Spain, in support of 
shouldering at once the white man’s bayonet and the white man’s 
burden. 

Throughout the eighties, as our trade expanded with Latin 
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America, the Orient, and the Islands of the seven seas, American 
publicists, American philosophers and American ministers began 
to enlarge our ideas of “Manifest Destiny,” began to popularize 
the dream of an American empire upon which the sun would 
never set. Navalist Mahan, Spencerian Fiske, Congregationallst 
Josiah Strong, each in his own terras, sought to lire the Ameri- 
can people with zeal for ships, colonies, and power, with a firm 
belief in the inevitability of America’s conquest of the world. 
The Anglo-Saxon was “divinely commissioned to be, in a peculiar 
sense, his brother’s keeper,” cried Strong in 1885.^® In a para- 
graph he epitomized the budding feeling of his times : ®® 

Then this race of unequaled energy, with all the majesty of numbers 
and the might of wealth behind it — ^the representative, let us hope, of the 
largest liberty, the purest Christianity, the highest civilization — ^having 
developed peculiarly aggressive traits calculated to impress its institutions 
upon mankind, will spread itself over the earth. If I read not amiss, this 
powerful race will move down upon Mexico, down upon Central and 
South America, out upon the islands of the sea, over upon Africa and 
beyond. And can any one doubt that the result of this competition of races 
will be the “survival of the fittest” ? 

Strong’s book. Our Country, sold more than 170,000 copies in 
English and many more thousands in other languages.®^ Fiske 
reached the thousands of subscribers to Harper's. And Mahan 
had the ear of certain interests in the State Department. Such 
propaganda, however, bore little fruit in the i88o’s. Conditions 
for overseas expansion were not yet mature. Smoldering senti- 
ments of nationalism were not yet ready to burst into flame in a 
holy war. The hearts of the people were turned elsewhere, still 
too much devoted to domestic affairs to burn with imperialistic 
ambitions. But in another decade, in an atmosphere of a closed 
frontier, of diminishing economic opportunities at home, of 
great concentrated business units equipped to finance and ad- 
minister distant enterprises, America was ready to listen to the 
war cries of aristocrats starved for power and journalists hungry 
for circulation. In the midst of the bleak depression after 1893, 
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for the first time In such circumstances, America had no new 
West to which to look for hope, no new prairies to gridiron with 
railroads, no new inland markets to develop for expanding fac- 
tories. Accustomed In the prosperous days of the eighties to hear 
sung the songs of empire, America was now ready to heed the 
bloody thunder of Roosevelt, the righteous eloquence of Hay, 
Beveridge, and Lodge. 

Though not all of them were well-born, each of these new lead- 
ers had pondered with Henry Adams over ‘‘democracy’s neglect 
of the well-born and intelligent,” and while Adams was content 
to note this neglect, the others yearned to rectify it. They 
abhorred the manners of market place and countinghouse and 
the self-made men who ruled there, and, ambitious beyond the 
power of yachting, polo, or the sport of kings to satisfy, they 
sought compensating prestige in other fields. None offered greater 
possibilities of power and glory than war and the diplomacy of 
conquest, and for none (except militaristically !) was America 
so well prepared. In the midst of panic and depression and what 
they thought was a looming revolution of farmers and workers, 
these Progressives took up the theme of Strong and Fiske and 
Mahan. With the aid of Pulitzer, Hearst, and the Cuban re- 
bellion, in 1898 the war they sought was theirs. 

Some time before 1898 Mrs. Roosevelt had asked Cecil Spring- 
Rice: “Do you remember how we used to call Theodore the 
Chilean Volunteer and tease him about his dream of leading a 
cavalry charge?” ^^ Now the time for teasing was past. A few 
days after the battle of San Juan Hill, a friend wrote Mrs. 
Roosevelt from Cuba : 

No hunting trip so far has ever equalled it in Theodore’s eyes. . • . 
When I caught up with him the day after the charge ... he was revel- 
ling in victory and gore. . • . He had just “doubled up a Spanish officer 
like a jack-rabbit” just as he retired from a block house — and he en- 
couraged us to “look at those damned Spanish dead.” 

Some years after the victoryj “mourning the decadence of the 
British and American people,” Roosevelt told Spring-Rice : 
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In the Spanish war . . . our generals . . . had to grapple with a public 
sentiment which screamed with anguish over the loss of a couple thousand 
men ... a sentiment of preposterous and unreasoning mawkishness. 

Roosevelt had declared as early as 1895 and almost incessantly 
thereafter that “this country needs a war.” Beveridge had an- 
nounced that “we must obey our blood and occupy new markets 
and . . . new lands.” And Hay had gloried in the prospect of 
our “splendid little war.”®® These men, however, for all their 
adoration of the “military virtues” and their detestation of that 
“flabby, timid type of [commercial] character which eats away 
the great fighting qualities of our race,” could not alone have 
plunged America into military conflict.®® Nor would the assistance 
of Hearst and Pulitzer have been sufficient, with their blood- 
curdling competition in exaggerating the atrocities of “Butcher” 
Weyler, and in building into unescapable causes of war the De 
Lome letter and the sinking of the Maine. For though Roosevelt 
and his fellow “ruffians” and “bullies,” as President Eliot called 
them, hated the “green-grocer imagination” of many Americans, 
such Americans had yet to be reconciled to the great adventure.®^ 
And though he hated equally those who placed dollars and cents 
and American lives before intangible honor and national glory, 
these also had to be wooed at least from their opposition to con- 
flict. 

Roosevelt craved a war to give the nation “something to think 
about which isn’t material gain.” Yet to win consent to the war, 
he and Beveridge had to supplant their shrill jingoism with ma- 
terialistic arguments. Such arguments failed completely to con- 
vince the great bankers who, thinking dispassionately in terms 
of taxes and trade, of the ratio between the costs and profits 
of war, held out for “peace at any price,” just as they had held 
out for peace during the “Venezuela affair” three years before. 
Among middle-class businessmen, however, the jingoes’ argu- 
ment that American prosperity might depend upon colonial ex- 
pansion began to have effect. And to win the allegiance of such 

Pringle, Roosevelt ^ p. 167; Bowers, Beveridge^ p, 68; Josephson, President 
Makers^ p. 83. 

Pringle, 168 ; see also pp. 172-1 73. 

Pringle, p. 168. 



THE RISE OF FINANCE CAPITALISM 207 

businessmen the final propaganda shots were fired. In what was 
virtually his war message on April ii, 1898, the equivocal Mc- 
Kinley thus rationalized his decision:®^ 

The right to intervene in Cuba may be justified by the very serious 
injury to the commerce, trade and business of our people, and by the 
wanton destruction of property and devastation of the island. 

And on April 27 Beveridge clinched the argument with this 
warning and this boast : 

American factories are making more than the American people can use ; 
American soil is producing more than they can consume. Fate has written 
our policy for us ; the trade of the world must and shall be ours. 

Thus America was plunged into her first foreign war in more 
than half a century, her first war of any kind in more than thirty 
years. Mainly as a result of it, we acquired, by 1900, Porto Rico, 
the Philippines, Guam, Wake, and Hawaii. We secured definitive 
title to American Samoa and were in the act of establishing pro- 
tectorates over Panama and Cuba, We had become a Caribbean 
power, a Pacific power, a Far Eastern power, ambitious to wield 
a ‘‘big stick” in the World’s affairs, to mediate disputes between 
august emperors and to enter such disputes as an equal. The up- 
start republic, with a flourish worthy of Barnum himself, had 
declared itself ready at last to consort with the Hapsburgs, 
Hohenzollerns, Hanoverians, and Romanoffs of Europe. 

“Expansion is a new idea with us. The defense of our rights 
is an old habit,” declared the New York Times in July, 1898, in 
the very midst of a war in which we were hard pressed indeed to 
name what rights of ours we were defending.^*^ And expansion 
certainly was no “new idea,” as every one knew who had watched 
the extension of our borders three thousand miles from the At- 
lantic to the Pacific. What was new in 1898 was that American 
jingoes, with the blare of trumpets and the aid of a five-year 
depression, had at last brought the people to support their policy 
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of bellicose overseas imperialism. However, just as they had 
failed until the very last moment to win over to their war most 
American bankers and Big Business men, so these jingoes failed 
after the war to win the wholehearted backing of such bankers 
and businessmen. 

Ever since the early 1890’s, when Japan began seriously to 
enlarge her navy, American diplomats had been urging the need 
for a “two-ocean” fleet to defend our western as well as our 
eastern shores. Now that we had acquired territory in the Far 
East itself, the need for such a fleet became even more apparent. 
To facilitate the operation of such a fleet, communication lines 
much shorter than those around the whole of South America 
had to be found. For almost half a century proposals had been 
made for joining the Atlantic and the Pacific by a canal across 
either Panama or Nicaragua, and a private French corporation 
had actually begun construction work only to fail because of 
medical as well as engineering and financial difficulties. By 1900, 
however, a canal had become extremely important to American 
defense, and the United States government was prepared to 
overcome all obstacles to its completion. Not least among these 
obstacles were the political ones : the acquisition of land for the 
canal, and the acquisition of control over surrounding territory 
both on the mainland and on the islands of the neighboring seas 
to protect the canal from foreign threats. Thus, just as the State 
Department under Hay in 1898 had been most aggressive in 
taking colonies from defeated Spain and other powers, so the 
State Department after 1898 under Hay, Elihu Root, and 
Philander C. Knox was most aggressive in seeking American 
penetration into Panama, Cuba, Nicaragua, Haiti, and Santo 
Domingo." By waving the “Big Stick” at European nations in- 
terested in western hemisphere events, by arranging timely Latin 
American revolutions, by interfering in foreign elections and ap- 
propriating foreign customs, the American government sought 
to make the Caribbean exclusively an American sea and the canal 
exclusively an American enterprise. And until 1913 we kept the 
sea of diplomacy in a rich and foamy lather with our vigorous 
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efforts to secure these ends. In order to protect what political 
gains it made the government sought to stimulate economic 
penetration; and in order to encourage and protect possible 
economic investments it sought additional political controls. 
Bankers and industrialists were urged by the State Department 
to promote national defense by engaging in enterprises in regions 
around the canal. And ambassadors, ministers, consuls, and ship 
captains were ordered to assist such enterprises with every means 
at their command. 

Only after the American government had guaranteed adequate 
returns on investments and military and naval protection of 
property, however, did American businessmen venture much 
in the Caribbean area. Even then their investments were 
limited, except in Cuba and Mexico where they had already ac- 
quired extensive holdings and poured in millions of dollars. If 
American businessmen did not jump at opportunities in the west- 
ern hemisphere, their reluctance to invest in the Far East, where 
the United States government could give no guarantees, was 
much more marked. Bankers who were too conservative to finance 
American automobiles naturally shied away from Philippine 
electrification projects or Chinese railroads. Manufacturers and 
shippers who had a flourishing trade with Canada or Europe 
naturally hesitated to extend large credits to Chinese importers. 
To be sure, during the depression after 1893 Americans had 
learned to look abroad for customers, and in 1897 the Annual 
Report of the State Department’s Bureau of Foreign Commerce 
declared that we were beginning “what may be termed an Amer- 
ican Invasion of the markets of the world.” To be sure, almost 
unknown to the general public, Americans had been reaching out 
gingerly for new economic worlds to conquer, for new areas and 
new enterprises to absorb their own surplus capital. But these 
shifts In our trade and our investments were only part of our 
normal economic evolution. The war and its hectic aftermath 
served only to interrupt this evolution. It did not accelerate it. 
And despite all the efforts of Hay and Lodge and the “dollar 
diplomacy” of Willard Straight, Knox, and Taft, American 
financiers remained cool toward most enterprises in many parts 
of Latin America and everywhere In the Orient, 
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Only after 1907 — ten years after the war with Spain — did 
Morgan and Harrlman yield grudgingly to the entreaties of our 
energetic diplomats. And then only because the panic of that 
year convinced them that the number of rich new opportunities 
at home had really begun to decline. Even so, compared to do- 
mestic demands, foreign markets for American capital remained 
infinitesimal until the First World War. The major success of 
all our fishing in diplomatic waters in the years before 1914 
seems to have been the construction of the Panama Canal. But 
even in accomplishing this feat we succeeded also in creating 
a profound suspicion of American “justice” and American 
“righteousness” in the nations of the western hemisphere. 



X 


COMMERCIAL FARMERS IN AN 
INDUSTRIAL AGE 


MEN are in business, according to Gras and Larson, when they 
‘‘make a living chiefly out of providing goods and services for 
exchange with others.” ^ On this basis early American farmers 
living on nearly self-sufficient farms, relying on local services for 
milling, smithing, tanning, and lumbering, were not businessmen. 
But even in the colonial period the great southern plantations 
were business ventures. In addition, many wheat, corn, and cattle 
farms in the valleys of the Chesapeake, Susquehanna, Delaware, 
and Hudson rivers and truck farms near big towns were business 
enterprises. The shift from local self-sufficiency to specialization 
and distant marketing, therefore, particularly in new western 
areas after 1850, was simply an extension of business agriculture 
in the United States. Sometimes, when a railroad or canal brought 
new transportation to the back country, specialization took place 
rapidly; more often it occurred gradually as Industrialism built 
up surrounding cities, and lower shipping costs widened markets. 

While specialization in cash crops meant higher living stand- 
ards, it also meant increased dependence upon stable weather 
conditions and greater vulnerability to market fluctuations. In- 
dividual farmers, however, had little choice in determining 
whether or not to run these new risks. As expanding industries 
sent factory products into rural areas, local services upon which 
farmers depended were killed off. Local fulling, weaving, and 
flour mills closed down, local foundries and smithies that made 
farm and household implements were abandoned. Unless farmers 
could buy the new city goods in the market, therefore, their 
economic and social positions deteriorated, and for those who 
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wouid at least maintain their standard of living there was nothing 
to do but grow cash crops. 

Many farmers to be sure, especially in some hilly areas of the 
South, East, and older Middle West, did not take this alterna- 
tive; and in these regions, as the soil was exhausted and local 
enterprises shut down, the population and the standard of 
living declined. In 1920 about 25 per cent of American farms 
were in these retrogressive areas, and they maintained the 
original self-sufficient system with only slight changes.^ The set- 
tlement of the prairie states and the Great Plains following the 
Civil War, however, opened up enormous new areas that were 
cultivated on a business basis practically from the start, and thus 
made the great majority of American farmers business farmers 
with many business problems in common. It is in the story of 
this majority, therefore, that we are chiefly interested. The cat- 
tlemen, who were the first producers to occupy the Plains, were 
usually large business enterprisers investing substantial amounts 
of capital, often foreign capital, in the conversion of the prairie 
grass into beef to feed the rapidly growing urban populations 
of Europe and the United States. But it was not long before 
large portions of the cattle ranges were enclosed and put under 
cultivation by farmers who were brought West by the railroads. 
These farmers bought farms on credit from land companies. 
They were in debt for mortgages to local lenders and banks. 
And they devoted their energies to raising wheat for world mar- 
kets. Thus they were as completely subject to the agencies of 
industrial business as a Minneapolis merchant or manufacturer. 

Though farming, especially in the West, became a great busi- 
ness, the commercial farmers themselves — their characteristic 
individualism heightened by their dispersion over the prairies 
and the Plains— almost always came off second best in their 
financial jousts with industrialists and financiers. Almost con- 
tinuously after the Civil War, therefore, large numbers of 
discontented cultivators were seeking ways and means to check 
their growing indebtedness. Through political regulation of 
elevator and railroad rates, and through cooperation among 

2 Except where otherwise noted, the figures are ixom Statistical Abstracts of 
the United States, 
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themselves in marketing and banking, they sought to reduce their 
costs. Through diversification of crops they sought to increase 
their incomes. None of these stratagems, however, brought relief 
to the whole farm community or to those most in need of as- 
sistance. And even in the twentieth century, when new conditions 
made agrarian prosperity possible, the staple farmers failed to 
reduce their burdensome debt. 

Up to 1933, at least, the farmer remained one of the few true 
competitors in a business society that steadily was becoming less 
and less competitive. Hence, he almost alone was subject to the 
classic laws of the laissez faire market to which those around 
him paid lip service only. If he could not solve the problems of 
production and distribution under rigorous competition, he was 
doomed as a property owner. He might then become a tenant 
or a wage laborer, or abandon farming altogether, and one of 
these courses was the fate of the majority of Americans born on 
the farm. 

PLANNING AND PLANTING 

The failure of the farmer after the Civil War permanently 
to improve his position was due mainly to the complexities of 
his business problems. From the very start he had to plan his 
crops carefully, in relation to soil, rainfall, and temperature. 
Corn, for example, needs at least eight inches of rain during the 
growing season, and a mean summer temperature of over 65 
degrees. Even the hardiest varieties of wheat need a certain 
minimum depth of subsurface moisture at planting. Yet these 
conditions are not constant, and in dry areas like western Kansas 
or Oklahoma they were present In some years and absent in 
others, present in one township and lacking in the next. In well 
watered, fertile areas like Illinois and Iowa, on the other hand, 
the cultivator was faced with even greater problems in selecting 
the particular crops which would yield the maximum cash re- 
turns without Impairing the fertility of the soil. 

The mechanization of cereal production after 1 850 Introduced 
also the problem of buying new machinery if new crops were 
to be attempted, and hence the necessity for careful calculatipn 
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of the initial cost of equipment, its probable earning power, and 
its length of life. Obviously it would not pay to purchase a 
reaper, twine binder, or complete harvester if only a few acres 
of wheat were to be planted; yet if they were not purchased 
reliable arrangements had to be made for renting such equipment 
when it was needed for the harvest. And in addition to the 
problems of new equipment, there were those of new skills and 
new information. 

These difficulties led directly to a third general consideration : 
the proper apportionment of labor and machinery to acreage. 
What should be done by hand? When should horses be replaced 
by a tractor, a team and wagon by a motor truck? The heaviness 
of yield per acre, and the subsidiary activities that could be car- 
ried on in the time saved by machine cultivation had a direct 
bearing on the solution to these problems. So elusive are the 
answers, however, that even In the recent period probably more 
farmers have gone bankrupt from overmechanization than from 
undermechanization. 

The value of the land is In some respects the key factor con- 
trolling adjustments in all the others, and, like rainfall, it was sub- 
ject to continual change. The able farmer will not cultivate crops 
that fail to show a reasonable return on the money that the farm 
would bring if offered for sale. If he wishes to continue to grow 
his usual crop despite rising land values, therefore, he will sell 
out and go to an area where land prices are lower. The in- 
efficient farmer on the other hand, falling to recognize the cause 
of his difficulties, may compensate for unsuccessful seasons by 
Increasing his mortgage. Ultimately, with the proceeds from his 
poorly planned crops, he will find himself unable to meet the 
high taxes and interest, and he also will be forced to migrate. 
It was indeed very difficult to be efficient In determining the best 
adjustment of crops to land values in fertile areas, so complicated 
were the factors Involved. The problems of rotation, avail- 
ability of certain types of markets, competition within the market 
area, availability of equipment and labor, all are variables that 
had to be considered each year. Wheat, for example, would 
not be a good major crop on most $200-an-acre land; yet, grown 
in limited quantities in rotation with corn, it has Its place. 
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The problems of the commercial farmer are still far from 
solved even when he makes a success of the year’s production by 
harvesting excellent crops, for then he must sell his produce in 
a market subject to wide fluctuations from year to year from 
forces over which he as an individual has no control. This was 
the final obstacle to his success. 

MARKETING AND CREDIT 

In the latter half of the nineteenth century, as the legend of 
America spread among the freed serfs and peasants of Europe 
and colonizing agents of railroad and land companies began to 
offer transportation and credit to farmers at home and abroad, 
an endless stream of Scandinavian, German, Hungarian, and 
Polish immigrants and easterners poured across the Mississippi, 
seeking their fortunes on the prairies and the plains. With horses, 
wagons, tools, and stock, they embarked on their interminable 
trek. Those who survived settled down at last on railroad or 
speculator land, only a few being lucky enough to find free home- 
steads near water, transportation, or towns. 

Starting with mortgages on their quarter-sections, many of 
these settlers had to get additional credit for seed, machinery, 
and fencing. To raise funds for the first year’s sustenance, for 
barns and houses to replace sod huts thrown up against the first 
year’s weather, they had to pledge their chattels and initial crops. 
Only local moneylenders would accept such pledges, for the 
settlers had no direct access to eastern financial institutions and 
no standing in them. And the only cash crops which they could 
easily grow with the resulting funds, because of labor and market- 
ing conditions, were wheat and corn in the more southerly regions 
and wheat alone to the north. Thus the average commercial 
farmer encountered his first dilemma in relation to the problem of 
credit. Without credits at high rates he could not grow wheat for 
the market. Burdened with such rates, he could not make wheat 

The farther west the wheat farmers went, the more acute be- 
came the problem presented by this dilemma, sheer distance from 
the Atlantic coast not only aggravating credit difficulties, but 
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adding new obstacles as well. As the center of wheat production 
in America was pushed steadily toward the Rockies, wheat 
farmers were removed farther from the great cities of Europe, 
farther from the manufacturing centers of the East, farther from 
the capitals and booming mill towns of the Ohio and Mississippi 
valleys, where they were destined to find their ultimate markets. 
The farther they moved from such centers of population, the 
more dependent they became upon sources of information avail- 
able only in their vicinity. As the price of grain fluctuated In 
Liverpool, New York, Chicago, or Minneapolis, the interna- 
tional broker knew about it Immediately ; the exporter, the jobber, 
the commission man, and the local merchant would soon learn of 
it; but the farmer in North Dakota or Montana, for instance, 
as late as 1890 had access to no such information, just as he had 
no access to news of his competitors’ crops in every wheat-grow- 
ing part of the world. The more he needed easy access to county 
seats and community churches where he might talk with his neigh- 
bors, the more distant were these centers of civilization. The 
more he needed newspapers, magazines, and regular mail routes 
through which he might learn of market conditions at home and 
abroad, the more inaccessible they were. 

On the same fall day in 1874, there was a spread of twenty 
cents in the price of wheat between Minneapolis and Brecken- 
ridge, one hundred seventy-five miles to the northwest.® The 
conditions which permitted this spread were repeated in sub- 
sequent decades as new wheat lands were occupied. The remote 
farmer’s ignorance of his market was responsible for part of this 
difference. Much of the rest could be charged to transportation 
costs. Just as distance from organized communities reduced the 
farmer’s familiarity with his ultimate market, so it reduced also 
his means of access to that market, leaving him in the end in a 
sparsely settled region where a single line of river boats or a 
single railroad company had no competition for freight. The 
farmer himself rarely shipped his wheat on such lines, his trans- 
portation problem ending when he sold his wagonloads to the 
local merchant. The price he received, however, was profoundly 
influenced by the rates such merchants had to pay for monopolistic 
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short hauls to the nearest shipping terminals. As distance from 
these terminals increased, the price at the local merchant’s fell 
proportionately, leaving many farmers, after their work was 
done, once again a little more deeply in the debt than they had 
been when the new season began. 

Of course, not every wheat farmer in the American West was 
doomed to failure by this combination of high credit and trans- 
portation charges and ignorance of world markets. And even 
for the majority who could not make a net profit from crops 
alone, there seemed always a way out. As the younger sons 
in large farm families matured, the more ambitious among them 
joined with the majority of the 13,000,000 Immigrants who ar- 
rived between 1865 and 1900 to seek western lands for them- 
selves. Augmenting the ranks of these eager land seekers was 
a continuous stream of discontented eastern farmers and their 
own ambitious offspring. And all of them together created in the 
trans-Mississippi a persistent land boom which ebbed only in 
drought or depression years, and reached in 1886 the frantic 
proportions of the earlier days of western speculation. The result 
was that, while prices of all commodities were falling in the 
decades after the Civil War and prices for farm products were 
falling faster than the rest, the demand for farms steadily In- 
creased and the farmer’s equity In his land increased propor- 
tionately. While they were forced periodically to the verge of 
bankruptcy by their dealings with the organized businessmen in 
the wheat and money markets, many farmers thus were able 
to save themselves by negotiating new mortgages or by selling 
their farms at good prices. In a typical Nebraska township, 
twenty years after its Initial settlement, more than 50 per cent 
of the original cultivators had sold out; 77 per cent of the re- 
maining resident owners owed mortgages.^ By 1890, there were 
on the farms of Kansas, Nebraska, the Dakotas, and Minnesota 
as many mortgages as there were families in the five states.® 

Faced with the necessity of paying cash for his family’s food 
and clothing, for wagons, horses, and harness, for installments 
and interest on his machinery and other fixed charges on his land, 


^ Bentley, HiV/orr 0/ 4 Nebraska Tonmshtp, 64. 
® Hicks, p, 24. 
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the wheat farmer was fortunate In thus being able, in poor crop 
years, to raise money outside the wheat market. In the end, how- 
ever, such good fortune only postponed the day of reckoning 
for many cultivators; and when that day came the costs of the 
postponement were onerous Indeed. For eight years before 
1886, the Great Plains had had such extraordinary rainfall that 
responsible geologists predicted a permanent moistening of the 
climate of the region. And so optimistic had farmers become that, 
encouraged by abundant eastern capital, they had steadily in- 
creased their mortgages in order to buy more land and machines. 
In the winter of 1886, however, the wet weather ended. Ex- 
treme cold and violent blizzards decimated the cattle on the 
overstocked ranges. And the following summer intense heat and 
parching drought killed the wheat and forage. To the hopeful 
farmers who had poured over the plains in the years of plenty and 
paid land speculators as much as $6,000 for quarter-sections, 
this was a fateful summer. To the railroads that had Issued new 
bonds to finance extensions of their lines across the booming 
plains, It meant the beginning of retrenchment. To the banks 
and insurance companies that were charging high commissions 
and 8 to 10 per cent Interest for land loans, it marked the end 
of a profitable branch of their business. And when this year 1886 
was followed by a decade of intermittent drought and extreme 
changes of temperature, panic ran across the smitten area. The 
rush to the West soon was sharply reversed. Thousands who 
only a few years before had hopefully sought imagined 
wealth In central Kansas and similar areas, now retreated from 
the scorched or frozen earth. Equity In land disappeared. Farms 
mortgaged to the limit were foreclosed. Settlers who had tided 
themselves over lean years by expensive borrowing, lost their 
homesteads.® Literally the Middle Border had shriveled up, had 
withered and turned to dust. 

To the ranks of those defeated by Nature soon were added 
those who were crushed by their ties with eastern business institu- 
tions and their dependence upon world business conditions. For 
in 1893 to drought and frost was added financial panic and, for 
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the next five years, business depression. During these years 
wheat fell to its lowest price in our history, and homesteads fell 
with it. Truly the business of farming seemed too complicated, 
too dependent for success upon the caprices of man and Nature. 

POLITICS AND SELF-HELP 

Paralleling the great dispersion of grain farmers over the 
prairies and the plains, was the enormous extension of cotton 
areas in the Gulf states and the Mississippi valley as far as the 
northern boundary of Arkansas. And paralleling the problems 
of the wheat farmer were those of the cotton cultivator. Aside 
from the complexities of farm management the troubles of both 
could be traced to large crops, rising fixed charges, especially 
for land, and falling prices, the nadir in wheat coming in 1894 
when a bushel that yielded $1.05 in 1870 brought 49 cents, the 
bottom in cotton being reached in 1896 when a crop nearly six 
times that of 1866 brought $51,000,000 less. North and east 
of the cotton lands were tobacco planters, and south and 
east of wheat areas were corn and hog farmers. All of them 
had become businessmen devoting their energies to the cultiva- 
tion of staples for sale at a profit. While corn farmers had not 
surrendered entirely the self-sufficiency that was once typical of 
American rural life, and tobacco planters were too few in number 
to be of special national interest, the new wheat and cotton 
farmers constituted large groups, unorganized, highly individual- 
istic, inexperienced in business, ignorant of the vagaries of 
organized national and international markets and absolutely de- 
pendent upon them. Among no other groups was credit so neces- 
sary and so dear, among no others was distribution so complicated 
and so costly. By the middle nineties, the problems of these wheat 
and cotton farmers had come to be of national importance. Be- 
fore that time, especially in the West, many local attempts to 
ameliorate their condition had been undertaken. 

The earliest of these attempts revolved about the Granges, 
secret societies formed after 1867 to break down the farmer’s 
insularity and to educate him in scientific farming. In some states, 
in order to alleviate capital and credit shortages, the Granges 
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set up cooperative banks, life and fire insurance companies. To 
reduce the prices of tariff-protected commodities manufactured 
by “trusts,” they set up cooperative stores and cooperative farm 
machine factories. To reduce middlemen’s profits and the fees of 
monopolistic elevators, they organized cooperative marketing 
agencies, some of which shipped wheat directly to Chicago, New 
York, and Liverpool. But perhaps most important were the ef- 
forts of the Granges to reduce transportation and storage 
charges. Having mortgaged their farms to invest in railroad 
bonds and having paid taxes and assessments to help the states 
make similar investments, the wheat farmers especially felt 
they deserved cheap and efficient service. As early as 1869 these 
farmers won in Illinois the promise of such service through a 
maximum rate law and a railroad commission to administer it. 
Though originally without a political program, the Granges 
soon became engaged in seeking similar laws in other states and 
Improvements in existing legislation. So efficient were they that, 
despite strong railroad opposition, they elected enough governors 
and legislators in Illinois, Wisconsin, Minnesota, Missouri, Cali- 
fornia, and Iowa to enact between 1871 and 1878 laws regulating 
railroad rates, nominally ending discrimination between long 
competitive hauls and short monopolistic ones, between great 
shippers and small. 

In the chain of productive activities which create out of the 
raw materials of the soil the finished commodity for the ultimate 
consumer, that group which is least efficiently organized always 
gets the smallest share of the profit. That was true of the master 
craftsman in his relations with merchant capitalists; it was true 
of the small manufacturer In relation to the railroads ; and It was 
preeminently true of the Isolated cereal farmer In his relation 
to the town merchant, the jobber, the commission man, the rail- 
road and elevator operator, the great broker in the primary mar- 
ket and the processor who turned his product into the world’s 
food. The activities of the Grange constituted the grain farmer’s 
first organized effort to remedy his unenviable position. And on 
the whole this effort proved futile. For want of sufficient work- 
ing capital, most of the western cooperative stores and factories 
soon shut down. Through superior political experience, superior 
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knowledge of the law, superior financial means, and adept bribery 
and corruption, the railroads were able to emasculate the laws 
seeking to end rate discrimination. And through the continuance 
of such discrimination, private elevator operators were able 
easily to defeat their cooperative marketing competitors. The 
history of the Granges is the history of the failure of makeshift 
organizations among independent agricultural enterprisers, in 
their fight against other business forces, richer, more closely inte- 
grated, more accustomed to cooperating until their objectives 
were attained. 

In sympathy with a secular decline in prices in every part of 
the occidental world, American railroad rates in the late seventies 
had also begun to decline, and the construction in the eighties of 
competitive roads in most parts of the old wheat belt accelerated 
this reduction. Simultaneously, however, unfair grading systems, 
speculative trading in grain futures In the Chicago “Pit,” and 
increasing monopoly among elevator operators combined to de- 
prive the wheat farmer of as great a percentage of the consumer’s 
price as before. While the average corn farmer received about 
40 per cent of this price, the dairy farmer about 50 per cent, 
and the cattleman nearly as much, the wheat farmer, according to 
one estimate, received on the average no more than 17 per cent. 
The Granges had failed to increase this proportion by reducing 
railroad charges. In the eighties, new attempts at cooperative 
marketing also failed substantially to increase this percentage. 
In the meantime, the farmer’s money Income fell steadily as 
wheat pricey sagged, and the price of improved farm land rose 
steadily as settlement thickened. The result was that problems 
of management became more complex, cheap land became more 
and more difficult to acquire, and tenancy increased. 

Though the cotton South after the Civil War had always had 
a much larger percentage of tenants than the West, southern 
tenancy also increased steadily In the eighties because of falling 
crop prices and mounting credit charges. And for farmers in both 
areas, after the failure of political or cooperative devices, there 
seemed to be only one way to preserve their lands. That was 
to diversify their crops. Since wheat and cotton could no longer 
sustain the heavily mortgaged land upon which they grew, wheat 
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and cotton farmers were urged to try other products which, 
through more intensive cultivation, would yield a greater return 
per acre. They were urged especially to try dairying and truck 
farming to supply near-by industrial towns. There was, however, 
one hitch; the shift to new products required new capital, and 
new skills. Since those who most needed diversification were those 
most heavily in debt and presumably least skillful, it offered 
no solution to them. Besides, there were other obstacles. Much 
wheat land in the West was unsuitable for other cash crops and 
was already too expensive for cattle and sheep raising. In the 
South, the average farmer owed a great deal to the merchant of 
the ‘‘country store.” Since the merchant wanted real, hard cash 
above all, and since cotton at whatever price was the only sure 
bringer of cash, the planter was not permitted to speculate in 
the cultivation of the other products about which he presumably 
knew nothing. 

Cooperative, political, and technical devices thus failed to 
ameliorate the condition of the debtor wheat and cotton farmers. 
But as they shifted to cheaper and cheaper land on the moving 
western frontier they left available for men with more money 
or credit great areas in the Mississippi valley. Here, north of 
Tennessee, especially in Wisconsin, Illinois, and Indiana, dairy 
farmers moved in. Equipped with adequate capital for intensive 
farming, they were also sufficiently few in number to cooperate 
successfully among themselves and sufficiently strong to resist the 
Impositions of monopolistic railroads or monopolistic marketing 
agencies. Early they organized their own trade associations, the 
first being the Illinois & Wisconsin Dairymen’s Association of 
1867. They also organized cooperative cheese factories, cream- 
eries, and milk distributing companies, all of them successful in 
expanding local markets. In the meantime, for those who con- 
tinued to specialize In grain, conditions got increasingly worse, 
rising fixed charges and falling prices reaching their widest spread 
between 1896 and 1897. 

THE MISUSE OF PROSPERITY, 1897-I92O 

Impoverished by drought and depression and defeated In pol- 
itics, the Staple farmer, late In 1896, was confronted with a bleak 
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and ominous prospect.’' All his devices had failed to alleviate 
his increasingly difficult position, and now he was bankrupt not 
only of funds but of ideas. At the very nadir of his dejection, 
however, his position had begun to change. The seemingly inter- 
minable aridity on the w^estern plains ended in 1897. At the same 
time, the world depression had run its course. In addition, Amer- 
ican population was beginning to increase faster than improved 
farm acreage, and the producer of grain staples thus became less 
and less dependent upon foreign markets. Prices for produce and 
land began to rise, and the differential between income and fixed 
charges began to be more comfortable. For the first time in thirty 
years, by this sudden turn of events, staple farmers were enjoy- 
ing the prospect of a prolonged period of prosperity. 

During the first fifteen years of the new era these favorable 
trends continued. Even Nature smiled upon the cultivator as 
generally good rainfall helped raise the per-acre yield of wheat 
despite the movement to poorer land. In addition, the mature 
industrial economy offered the western farmer new luxuries and 
conveniences such as telephones, automobiles, phonographs, at- 
tractive magazines, and household appliances for which to spend 
his larger cash income. The spread of country trolley lines made 
the cities and their educational facilities, better markets, and 
exciting amusements available to many farmers for the first time. 
Had the cereal farmer diversified production to the greatest 
possible extent he might have enjoyed these favorable trends In- 
definitely and been able to break away from dependence on export 
altogether. Nor would this achievement have been bad for the 
economy as a whole. The United States no longer needed the 
foreign purchasing power that cereal and meat exports had pro- 
vided In the nineteenth century. In addition, the decline of com- 
petition from our own agricultural products would have helped 
build up our industrial exports, which returned far greater profits 
to the nation. 

But this wholesome diversification failed to take place prior 
to the First World War. As long as export markets existed for 
wheat, pork, cotton, and tobacco, farmers adhered to the tradl- 
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tional routines rather than risk new crops with their greater 
rewards but more exacting demands upon thought, skill, and 
labor. The prevalence of farm tenancy was in no small degree 
responsible for this failure. For both economic and psychological 
reasons tenants are naturally loath to work hard to improve 
land they do not own, and as long as rents are paid under exist- 
ing conditions, landlords are equally unwilling to have tenants 
experiment with crops that may be beyond their skill as culti- 
vators. With 50 to 65 per cent of the farms in the cotton belt 
tilled by cash tenants or share-croppers in 1910 this inertia was 
particularly noticeable in the South. But even in Illinois and the 
northwest central states over 30 per cent of the farmers were 
tenants, and the effect there was more pronounced than the figures 
reveal. For it was in the rich fertile sections, where land values 
were high and the land best suited to varied cultivation, that 
tenancy was most frequent. This situation goes far to explain 
why, during the prewar years, the increase in the sale of eggs, 
milk, and vegetables fell 20 to 50 per cent behind population 
growth. It explains why a commentator surveying the scene in 
1910 could write: “American agriculture must develop enor- 
mously along new lines if it is to save the nation from hunger.” ® 
The failure of the new lines to develop rapidly was in part 
a result of the World War and its immediate aftermath. Even 
before the war, however, more liberal homstead laws, higher 
crop prices, heavier rainfall, and plentiful mortgage money had 
started hectic real estate booms that spread wheat production 
into the grass lands of western Kansas, Oklahoma, and northern 
Texas while prospective cotton planters moved as far west as 
the Rio Grande. Thus months before the shot at Serajevo a wheat 
crop had been planted that was to produce a harvest surpassing 
all previous records by a hundred million bushels. The war, of 
course, with its blockade of Russia, and devastation of farming 
areas in France, gave impetus to acreage extension, while 
high labor costs and soaring prices for wheat and corn removed 
the stimulus to diversification in the more fertile areas. The 
United States government also played an active part in the ex- 
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panslon. The Smith-Lever Act of 1914 brought county agents 
of the Department of Agriculture right to the farmer’s door 
with scientific information on how to increase production, and 
the Farm Loan Act of 1916 brought government lending agents 
close on their heels. Unfortunately, the mortgages easily negoti- 
ated with these lending agents were based upon costs and prices 
that were not to be maintained in the following years of peace. In 
1918 wheat farming returned, on the average, thirty-two dollars 
an acre. But the resumption of normal production in Europe and 
the limited buying power of the Continent In the twenties sharply 
curtailed the market for American wheat, and the western 
farmer soon found himself once again confronted with the prob- 
lems of the nineties. The rudely awakened cultivator found his 
mortgage payments 200 per cent higher than before the war, his 
taxes about 140 per cent higher and his income only 75 per cent 
higher.^ 


THE END OF AN ERA 

In 1920 slightly more than half of our western farms were 
unmortgaged, and life on such farms during the boom years of 
the twenties was more comfortable and interesting than ever 
before. Improved free education, radios, moving pictures, and 
automobiles ended the cultural Isolation of remote farms. Elec- 
tricity and gasoline motors supplied running water and lightened 
household tasks. The tractor made possible the cultivation of big 
acreages with less labor in field or barn. Farm bureaus, market- 
ing cooperatives, and farm clubs not only gave cultivators a 
larger part of the food dollar but also a more interesting social 
life. 

The brighter outlook of the more fortunate, however, could 
not compensate for the many dark aspects of the farm picture 
after 1921. Immigration restriction, the disappearing export 
market, and the decline In all commodity prices began to reduce 
land values In specialized wheat areas. Farm economists had 
for the first time fully to realize the extent to which the pros- 
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perity of American agriculture had been based upon profits from 
real estate rather than from crops. Agricultural enterprisers had 
for the first time to adjust their plans to constantly falling land 
values. The price of farm land in South Dakota fell 55 per cent 
in the twenties, and prices in surrounding states were hardly more 
stable. At the same time, mortgages and taxes continued to 
mount. Thus the mortgaged farmer, accustomed in earlier days to 
seeing his equity increase, now saw it rapidly decline. He no 
longer had the chance to sell out at a profit and to try again to 
make farming pay in some cheaper area farther west. The inevi- 
table result was the conversion of owners into tenants at a more 
alarming rate than ever. In Louisiana, Arkansas, Oklahoma, and 
Texas, the most recent boom areas, by 1930 almost two-thirds of 
the cultivators were tenants, and many remaining ‘‘owners” con- 
tinued in possessiofi of their land only at the pleasure of local 
banks or lending agencies. In the Dakotas, a 50 per cent increase 
In tenancy occurred during these “good” years. 

While rising fixed charges for land thus oppressed the small 
or marginal farmer, the widespread use of the gasoline tractor 
after the World War made his competitive position still more 
unfavorable. Either he had to compete without machinery, and 
thus with higher labor costs, against mechanized farms, or else 
he had to use his tractor on smaller plots of cheap land and thus 
still have higher costs per bushel. 

The commercial farmer obviously was a businessman In a 
highly complicated line, and prior to 1933 he was in the most 
fiercely competitive of all major businesses. Whereas Industrial 
prices after 1929 were to a considerable degree controlled by 
the mechanics of limited competition, the farmer’s price struc- 
ture disintegrated and the essentially unstable farm situation 
exploded. With farm prices in 1932 at half the already unsatis- 
factory levels of 1926, taxes and mortgage payments could no 
longer be met in large sections of the farm area. As early as 
1929 the government had embarked upon a policy of supporting 
prices by temporarily removing cereal surpluses from the market ; 
but the victory of the more advanced agrarian reformers in the 
elections of 1932 brought about much wider government activity. 
The Agricultural Adjustment Acts and crop loan legislation 
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really ended the era of free and unrestrained competition among 
farm enterprisers, and introduced the kind of limitations on 
production and prices that trade associations had always aimed 
at in industry and Big Business had finally achieved. 
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THE difficulties of commercial farmers after the Civil War 
centered chiefly around the problems of distribution — the prob- 
lems of marketing and shipping crops. The difficulties of factory 
workers arose mainly from changes in the organization and tech- 
niques of production. Factory workers multiplied more than ten 
times In the second half of the nineteenth century— a rate far 
too rapid for social adjustment. Men like Andrew Carnegie or 
Jay Gould, brought up to be workers or farmers, found them- 
selves the employers of thousands of men. Country towns whose 
citizens were educated to think In terms of rural values became 
great industrial centers. The new urban workers drawn from 
American farms or foreign countries needed education and guid- 
ance, but In keeping with laissez faire ideas neither government 
officials nor businessmen were willing to assume the necessary 
leadership. Into the resulting no man’s land stepped the labor 
organizer, striving to protect labor through institutions of its 
own devising. 

Expansion was the dominant motif of nineteenth century 
America. When the rate of physical expansion was high, “good 
times” and good jobs were available for all those able to do 
skilled work. When expansion lagged, good times turned to bad 
and many jobs disappeared. The great majority of workers in 
this period professed the same social objectives as their em- 
ployers, especially when declining prices increased “real wages” 
and improved the general standard of living. It might have been 
possible, therefore, for labor and capital to work out satisfactory 
relationships had the basic economic situation continued un- 
changed, for both workers and employers in the nineties looked 
to trade agreements and state arbitration as possible remedies 
for industrial strife. 
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Unfortunately, however, the economic situation, as we have 
seen, was radically changed in the new century. Prices began to 
rise after 1897 and profits tended upward while real wages 
lagged. After the panic of 1907, the slowing down of the rate of 
economic expansion became very noticeable, and too little new 
investment in productive enterprises, coupled with steadily in- 
creasing plant efficiency, began to threaten employment. In this 
atmosphere new social theories arose. Consumers’ goods indus- 
tries, it was said, had to be stimulated to replace railroad con- 
struction or long-term mining developments, if employment was to 
continue to expand at least as fast as the population. But con- 
sumers’ goods industries could succeed only if there was a wide 
distribution of purchasing power. Thus high wages had to be 
paid, spending had to take the place of saving, consumption had 
to be emphasized instead of production, and millions of dollars 
had to be diverted from investment in raw materials and ma- 
chines to investment in advertising and sales organization. 
Everything that seemed a menace to the generation of em- 
ployers brought up to think that efficiency meant minimum 
wages and maximum production, now began to appear socially 
desirable. 

Neither labor nor capital, however, could be expected sud- 
denly to execute such an intellectual somersault, and the result 
was confusion of doctrine and practice. On the one hand high 
wages, welfare expenditures, and social services began to receive 
a certain amount of attention from progressive employers, but 
only because they believed that such changes would pay higher 
dividends. On the other hand, efficiency engineering, the speed-up, 
and the stretch-out all tended to increase production faster than 
wages and faster, therefore, than consumption. Labor turnover 
was fought by employers as a major evil, yet they spent millions 
of dollars to finance associations designed to prevent unionism 
with its tendency toward job stability. Consequently “welfare 
capitalism” became suspect among the workers, and no satisfac- 
tory adjustment between them and the employers could be made. 
The failure of businessmen to solve this most crucial problem 
of industrialism during the age of free enterprise opened the 
door to state intervention in the days of the New Deal. 
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THE BROADENING GULF 

In the middle of the nineteenth century, America was a nation 
of small and medium-sized businesses. An ironworks in New 
York that employed over a thousand workers was one of the 
biggest plants in the country.^ The usual New England textile 
mill employed two or three hundred operatives. The McCormick 
factory in Chicago, the largest producer of agricultural machin- 
ery, had fewer than three hundred regular employees in the early 
1850’s and was managed by Leander McCormick and four 
foremen.^ No shop or mill was so large that the manager could 
not know the older workers, and in most cases the manager was 
also the owner or an active partner. At this stage the ‘‘personal 
relation In Industry” could be a reality. By 1914, however, this 
stage was passed. The Ford plant then employed over fifteen 
thousand men. Shops with six to eight thousand employees had 
become common In many lines of industry. Most of the big com- 
panies which accounted for three-quarters of the nation’s indus- 
trial production had several plants, all of them divorced from 
the central business office. Thus the individual plant manager 
might not be a person of any great authority in the company, and 
the ultimate direction of wage and hour policies might rest with 
New York or Chicago bankers, as far removed from the work- 
ingmen as the President of the United States. 

Nine million Immigrants came to America between 1880 and 
1900, and some twelve million more by 1914. From the nineties 
on, eastern and southern European types predominated, and the 
industrial centers were their destinations. By 1909, In twenty-one 
Important branches of Industry nearly two-thirds of all the work- 
ers were Immigrants or Negroes.® Within the shop this meant 
that they did almost all unskilled and some semiskilled work, 
whereas the skilled jobs and minor administrative positions were 
reserved for native white Americans. “That job Is not a hunky’s 
job, and you can’t have It,” was the answer given to intelligent 


^ Albion, York Port, pp. 1 50-1 51. 

^ Hutcbinson, McCormick, vol. I, p. 30S. 
^History of Lab or, vol. Ill, p. 41. 
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foreigners who aspired to rise above the ranks of common labor/ 
Thus a wedge of racial discrimination was driven into the labor 
force, leaving overbearing small bosses on the top and rebellious 
foreigners resenting their social inferiority at the bottom. Fur- 
thermore, new arrivals from Europe continually menaced the 
job security of those already employed. Even in good years the 
eastern factory towns had their starving fringes of immigrants 
who had not yet found work. The Holyoke, Massachusetts, 
Transcript observed in the summer of 1873 : ® 

There is one pitiful and miserable sight which we have seen night after 
night in front of the fruit and vegetable stands. ... It is a drove of 
poverty-stricken children, often girls, clad only in one or two ragged and 
dirty garments down on their hands and knees in the gutters, greedily 
picking out of the mud and dirt and eating the bits of spoiled and decay- 
ing fruit which have been thrown away as worthless. . . . Judging by the 
famished looks and actions of the children we are sure there must be 
poverty and misery and destitution in their wretched living places that 
only the sufferers know. 

Jobs in big factories with increasingly high-speed machinery 
became ever more monotonous and dangerous. Repetitive mo- 
tions dulled concentration while slight miscalculations often 
meant disaster. Perhaps the peak of severity in this warfare be- 
tween men and machines was reached In the early years of the 
twentieth century. A reliable authority writes: ‘‘The accident rate 
was higher, in all probability, between 1903 and 1907 than at 
any other time or place.”® The pressure of the Progressive 
reformers for employer liability laws helped to stimulate the 
introduction of some safety devices In the following years; but 
even in 1913 deaths from Industrial accidents totaled 25,000, and 
Injuries nearly 1,000,000. Without compensation insurance, pos- 
sibly without relatives In this country, the families of dead or 
disabled immigrant workers were left to shift for themselves. 

Another grave element of insecurity was the seasonal char- 
acter of production. Few plants operated at an even rate all year 
round, and workers, both skilled and unskilled, were used to 

Interchurcli World Movement, Steel Strike, p. 136. 

5 Green, Holyoke, pp. 125-126. J 

^History of Lab or^ voL III, p. 366. 
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having more than two months off without pay. Most managers 
tried to keep at least a minimum force of skilled workers who 
were continuously rehired, but semiskilled and unskilled workers 
came and went as opportunity fluctuated. Professor Slichter found 
the turnover in 105 plants between 1912 and 1915 averaged 
nearly 100 per cent.^ The fact that President Frank Disston of 
the Disston Saw Company felt that a 34 per cent annual turnover 
among 3,600 workers was a figure to be proud of in a company 
having model relationships, casts additional light on the usual 
situation.^ Thus no one company was responsible for the old-age 
or sick periods of the ordinary worker, and any continuous in- 
surance plan by a single company would break down through 
the annual or biennial severance of relations. 

Most businessmen failed voluntarily to face the total situation 
brought about by loss of personal contact. Immigrant labor, 
monotonous work, industrial accidents, insecurity of employment 
and old age. Most businessmen, therefore, failed to take ade- 
quate steps to alleviate these conditions. This led directly to the 
rise of militant unionism, political interference, and radical re- 
form movements. To be sure, businessmen were caught in a 
dilemma. Safety devices, company medical staffs, health and acci- 
dent insurance, and the maintenance of large working forces 
during slack periods all cost money. Shop committees, rest pe- 
riods, and shorter hours were felt to menace the volume of 
production. No single entrepreneur or corporation could assume 
the burden of higher costs entailed by these changes without 
losing ground to his competitors, and no business leaders were 
able to persuade trade association members to take joint action. 
Only as some reform showed a profit would there be any wide 
adoption. Thus the way was left open for “outsiders,” In the 
name of humanitarianism or the rights of the workers, to Interest 
themselves in employer-employee relations, and labor was un- 
avoidably challenged to better itself by its own efforts. 

^ History of Lahore vol. Ill, p. 331. 

^ Handling Men, p, So. 
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labor’s welfare campaigns 

American labor worked under severe handicaps in its efforts 
at self-betterment. New processes and new machines continually 
displaced old skills and old jobs. The “march of the iron men” 
from the i86o’s on was terrifyingly rapid to the eyes of skilled 
labor. Many of the crafts were in a continual stage of readjust- 
ment. They were always on the defensive, always striving to 
hold some advantage, some vested right that revolutionary 
changes in technology and business methods threatened to take 
away. Unionization could help in preserving status, in giving a 
greater measure of security. But while attempts to “freeze” the 
situation might work well in backward or hand-labor industries 
like building and construction, or tolerably well in slowly chang- 
ing industries like railroading, they were inevitably doomed to 
defeat in progressive ones like chemistry, metallurgy, or elec- 
tricity. Furthermore, industries like textiles, mining, or packing 
needed only a few skilled workers, the great majority being 
susceptible of easy replacement from the annual supply of new 
immigrants. 

Under such conditions, accentuated by geographical dispersion 
of the working force, racial and linguistic antagonisms, and a 
relatively high level of job opportunity for displaced workers, it 
is not surprising that unionization or other collective efforts on 
the part of labor progressed but slowly. 

Prior to 1898 unions presented no serious challenge to the 
exclusive control of labor policy by management. The older 
national craft unions, such as the printers, hatters, stonecutters, 
and railway engineers, went back to the 1850’s; but they em- 
braced only a few thousand skilled workers, men who had good 
bargaining power in any case. The Knights of Labor had ap- 
peared menacing to business control when its membership 
reached 700,000 in the recovery year 1886, but this one big 
union composedof Negroes and whites, skilled and unskilled, had 
melted away in the heat of its own Internal controversies. The 
managers employing skilled workers next became alarmed over 
the rapid growth of the new American Federation of Labor, 
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which doubled its small membership between 1886 and 1892, 
reaching some 250,000 by the latter year. But the ensuing de- 
pression arrested its progress, and defeats in strikes and legal 
battles made it seem less menacing. In 1898, the first full year 
of recovery from the depression of the nineties, the total union 
strength, including the railroad brotherhoods and other inde- 
pendents, was less than 500,000 among 17,000,000 non-agricul- 
tural workers.® 

Then a great upswing in labor organization took place with 
a speed that seemed to portend the complete unionization of 
American industry. Nourished by the spread of German and 
British labor theories, business prosperity, and rising prices, 
encouraged by “progressive” politicians and social reformers, 
A.F. of L. unions scored a five-fold increase in membership 
between 1898 and 1904. Stiffening employer resistance checked 
the movement at this point, but labor remained from 8 to 1 1 per 
cent unionized until the time of the World War in comparison 
with the meager 2.5 per cent of 1898. 

The organized efforts of two million unionized workers had 
surprisingly little effect on the movement of real wages. The 
drastic price decline from 1865 to 1897 that put pressure on 
businessmen and farmers, and kept capital accumulation at rela- 
tively low levels, greatly benefited labor, as wage rates showed 
remarkable rigidity. In some industries the pay for a day’s un- 
skilled labor remained fixed at the customary $1.25 or $1.50 
quite regardless of price movements.^® Meanwhile money wages 
for skilled work, responding to scarcities brought about through 
the rapid rate of industrial expansion, tended to advance slightly. 
By 1892 labor’s living standard in terms of income and price 
levels was higher than it had ever been, or was to be prior to 
the end of the First World War. If business’s hardship had been 
labor’s boon in the late nineteenth century, the reverse was true 
after 1898. Rapidly rising prices as usual outstripped general 
wage advances even in some of the highly unionized industries, 
and by 1914 the average American worker had 5 or 6 per cent 


^ History of Lahor, yol. 11 , p. 522 note; vol. IV, p. 13. 
Industrial Commission, 1901, vol. I, passim* 
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less purchasing power than In 1899 despite a gain of almost 20 
per cent in the real per capita Income of the country/^ 

Relative failure in the field of wage relations was not, however, 
a crucial blow to the idea of unionization. Collective action by 
labor had roots far more complex than simple questions of wages 
or hours. Men whose necessary feeling of self-importance, of 
belonging to some meaningful or responsive social structure, had 
been weakened by submergence In great Impersonal factories and 
urban slums responded eagerly to opportunities for restoring 
themselves through group activity. Labor unions were but a part 
of the mass movement into clubs, lodges, and fraternal orders. 
Working for the union and empowering the delegates to do 
battle with the boss was a reassertion of the individual’s power 
over his environment. The mutual benefit policies of the unions 
gave a feeling of security In the face of industrial accidents and 
seasonal unemployment, while union “socials,” dances, picnics, 
and lectures offered stimulating leisure-time activity. 

But even in the years of greatest union membership between 
the Civil War and the First World War these benefits were only 
for a few. From 89 to 99 per cent of non-agricultural labor was 
always outside the union ranks, shifting for Itself, fighting its 
own battles on a single shop basis, depending upon employers, 
savings banks, private insurance companies, or fraternal orders 
for security. For this great majority rising real wages were at 
least partly offset during the latter nineteenth century by deteri- 
orating living and working conditions. The bad sanitation and 
disagreeable working conditions of big mechanized plants were 
duplicated in the increasingly congested urban slums. Decent hous- 
ing was simply not on the market for the unskilled workers of 
most cities. The free amusements of the small city — hunting, fish- 
ing, swimming, and picnicking — were either Impossible in the in- 
dustrial metropolis or else cost money for trolley fares and special 
tickets. The vaudeville, burlesque, or movie shows that the 
family was educated to crave, all cost money, as did store clothes 
with their frequent changes in style. The Increasing emphasis 
on consumption goods In our economy after 1900 was a hard- 

History of Labor, Yol. Illy p. 83, and Douglas, Real Wages, -p. 130, for wage 
estimates ; National Industrial Conference Studies, p. 83, for income. 
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ship to the average worker, who was unable to increase his 
purchases. 


THE PROPHETS OF RADICAL CHANGE 

The monopolistic trend of factory technology, so conveniently 
ignored by the dominant philosophers of Spencerian progress, 
was readily seized upon by certain intellectuals in America after 
1865 as proof of the ultimate doom of competitive capitalism. 
Unwilling to stand for the control of economic life by govern- 
ment-regulated monopolies, the radical philosophers assumed 
that the ultimate solution must be a socialist democracy con- 
trolled by the white-collar and manual workers. 

From the seventies on, socialist writers and speakers created 
an increasing stir of apprehension among conservative editors, 
professors, ministers, and business leaders. Distinguished novel- 
ists like Howells, Bellamy, Harris, Garland, and Norris either 
professed their belief in ultimate socialization or wrote popular 
stories that questioned the values of competitive capitalism. A 
number of Protestant ministers led by W. D. P. Bliss called 
themselves Christian Socialists, and helped, at least, to feed the 
growing strength of social criticism of business and its labor 
policies in the more liberal church organizations. Even academic 
economists like Richard Ely and John R. Commons, trained in 
the German concepts of state paternalism, seemed ready to ad- 
vocate radical interference with existing business practices. 

To a great many non-intellectual Americans this tendency 
seemed like one great concerted attack upon property and the 
American way of life. The hated word “socialism” covered every- 
thing from social democratic reforms through doctrinaire Marx- 
ism to anarcho-syndicalism. Yet in reality the radicals were too 
hopelessly weak and divided to warrant any grave concern by 
nineteenth century American property owners. No combination 
even of avowedly socialistic parties ever polled 100,000 votes 
or built a strong local machine prior to 1900. Neither the A.F. of 
L. nor the Knights of Labor ever officially embraced the doctrines 
of Marx, Lassalle, Bakunin, or Most, The anti-socialist Influence 
of the Catholic Church was stronger among the leaders of 
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both these union organizations than any counter force working 
toward socialism. 

After 1900, however, the talk and writing of the previous 
twenty years seemed about to have practical results. The Indus- 
trial Workers of the World, standing for both the One Big 
Union idea and a vague kind of violent anarcho-syndicalism, 
showed considerable strength In the West during the depression 
of 1 90S and 1909. Although its paid-up membership was in- 
significant, it gained prestige as an organizing agency for un- 
skilled labor, and its principal leader “Big Bill” Haywood 
became a national figure in the years before the War. On a more 
impressive scale Eugene V. Debs, a native-born railroad labor 
leader, was building an American Socialist party upon a broad 
non-doctrinaire base. Supported by the western anarcho-syndic- 
alists, many ex-Populists and groups of German and American 
workers in the industrial centers. Debs won almost 900,000 votes 
for President in 1912, and his showing seemed to presage a per- 
manent American Labor party. Furthermore, the Socialists had 
built local machines of real strength in some cities. Victor Berger, 
a Socialist, representing the Milwaukee, Wisconsin, district in 
Congress, and Emil Seidel, Milwaukee’s mayor, were only the 
most prominent of about a thousand Socialists occupying public 
oiEces. 

But the Socialist party in the year of its greatest triumph was 
already foundering on the same rocks of sectional feeling and 
diversity of interest that had wrecked all other farmer-labor 
parties. The older eastern Socialists led by the wealthy Morris 
Hillqult of New York City were unwilling to continue coopera- 
tion with syndicalists like Haywood who condoned violence ; yet 
in expelling the LW.W. group these more conservative leaders 
lost much of the western strength of the party. The European 
war with Its challenge to the doctrine of non-cooperation in 
“Imperialist” struggles, and the split over the Russian Revolu- 
tion, simply strengthened the disintegrating tendencies that had 
already started late in 1912. 
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THE employers’ CAMPAIGN OF RESISTANCE 

Unionization far more than radicalism was the continual 
worry of American employers. They all shared an almost psycho- 
pathic fear of having to meet the representatives of labor on a 
footing of equal authority, and a similar fear of labor gaining 
a position strong enough to influence management. ‘T do not 
believe,” said President Melsel of the Kidder Press Company, 
‘‘that a manufacturer can afford to be dictated to by his labor 
as to what he shall do, and I shall never give in. I would rather 
go out of business.” His was the old conception of the em- 
ployer as the host Inviting the worker to come and make use of 
his property, but only on the conditions that the owner of the 
property should dictate. In the manager-owned plants of a 
hundred or fewer employees, the backbone of nineteenth century 
business, this dictatorship furthered the aim of American society 
for progress, expansion, and elimination of the “unfit.” Saving for 
future investment was the prime requisite for the achievement 
of this aim, and such saving was most easily arranged under a 
system of high profits and low wages. 

The transition to twentieth century conditions of big organiza- 
tions, minute labor specialization, greater mechanization, and 
unused savings broke down the old situation and the old rationale. 
The employing official In the big company was a career man try- 
ing to make a reputation for efEciency as measured by the balance 
sheet. With capital no longer “scarce,” low wages advanced only 
the interests of this official, not those of society In general. New 
managerial devices and new slogans were needed if morale was 
to be maintained, but management refused to believe that recog- 
nition of the A.F. of L. was the proper solution. 

, Pro-union employers were largely confined to lines like building 
and public contracting, in which local unionization affected all 
companies equally and outside competition was nonexistent, or to 
industries like workmen’s clothing and equipment, where the 
customers were union men. The great majority of employers. 
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especially those selling in the national market, feared the effects 
of unequal application of union standards and felt that they must 
resist unionization In their plants until all their competitors had 
been forced to submit. The traveling delegate, the spearhead of 
the union drive, was naturally seen as a prime business menace. 
As President Fry of the National Glass Company saw it, the 
unions were managed by demagogues: ‘‘They are generally too 
lazy to work themselves and want what they call a snap or easy 
position.” Such unions, he thought, robbed the workers of In- 
dependence and character.^® This fear of the national unions 
reached such heights among employers like the shoe manufac- 
turers of Marlboro, Massachusetts, that they shut down their 
plants for almost two years and practically ruined themselves 
rather than accept unionization. 

Really big business organizations like the “trusts,” which In 
general used the most highly mechanized processes, had little 
trouble winning their own labor battles unassisted by any outside 
organizations. But among smaller industrialists national union 
drives could be countered effectively only by national employer 
associations. Such organizations, sometimes superseding older re- 
gional associations, began to appear in the middle eighties par- 
alleling the growing influence of the Knights of Labor and the 
new A.F. of L. From then on the number and complexity of such 
bodies steadily increased. Employers, free from worries about 
dualism and additional dues, could well afford to belong to their 
own industrial association, the League for Industrial Rights and 
the National Association of Manufacturers. All could be counted 
on to cooperate in case of labor troubles. 

The great upswing In A.F. of L. membership from 275,000 
In 1898 to 1,675,000 In 1904 spread consternation among small 
employers, many of whom were already suffering from the pres- 
sure of semi-monopolistic competitors. Secret “Citizens Alliances” 
arose throughout the Middle West in 1902 and 1903 to prevent 
unionism from invading the smaller cities. David M. Parry, the 
president of the National Association of Manufacturers, co- 
ordinated these local bodies into the Citizens Industrial Associa- 
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tion, with a special educational bureau, and carried on such a 
vigorous anti-union campaign that the A.F. of L. ceased to expand 
in the country as a whole and actually began to lose members in 
the small-city areas. Many forces aided the N.A.M. in these 
outlying centers. National unionism threatened local autonomy 
and custom; A.F. of L. locals, especially in the building trades, 
often fell under control of bosses allied with corrupt politics 
and racketeering; unskilled and Negro workers resented the 
exclusiveness of the Federation and made up an adequate non- 
union labor force. 

The checking of union growth, and the consequent swing of the 
A.F. of L. toward political action made progressive legislative 
programs now appear as the chief danger to business. Accord- 
ingly the N.A.M. focused its attention more closely on state 
politics In particular, and scored notable successes In blocking 
legislation. President Kirby advised the members of the N.A.M. 
convention of 1909:^^ 

If you have a batch of bad bills before your legislature and can arrange 
with your committee for a general hearing and will request Mr. Emery 
to come and appear before the committee he will be glad to do it, and 
I can assure you that no objectionable bill will pass through the hands 
of any committee after Mr. Emery has had a chance to tell them what 
it is. If he gets a chance at them I will promise you the bill is dead from 
that moment. 

And a Mr. Hatch of Indiana testified that this was no exaggera- 
tion:^® 

In the recent legislative session in Indiana we had both houses in the 
hands of the opposing party, and I think the largest list of malicious class 
bilk ever presented. The general subjects might be classed under employ- 
er’s liability, master and servant, assumption of risks, fellow servants, our 
old friend anti-injunction, aesthetics and hygiene in factories, and every- 
thing of that kind, and we thought we were up against it; but through 
the insistent persistence of Mr. Emery we were able to prevent every one 
of those bills from going to the Governor. 

This James A. Emery, a man little celebrated by historians, 
was unquestionably one of the great lobbyists of the twentieth 
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century. Aided by Daniel Davenport, legislative counsel of the 
League for Industrial Rights, he did much to perfect pressure- 
group techniques. In the Republican Convention of 1908, for 
example, the Resolutions Committee adopted a plank pledging 
the party to legislation protecting labor from arbitrary injunc- 
tions and Sherman Anti-Trust Law prosecutions, but hastily 
rescinded its action when Emery engineered a flood of thirty 
or forty thousand telegrams of protest daily American Indus- 
tries, the magazine of the N.A.M., boasted that these two men, 
Emery and Davenport, were able for the period 1902 to 1912 
to secure the defeat of practically all bills urged for enactment 
by the officials of the A.F. of Ld^ 

The N.A.M. was, of course, more than an anti-labor organiza- 
tion. It was interested in protecting its members from all menaces 
to orderly and traditional methods of profit making, and in secur- 
ing all possible aid for small and medium-sized business. Hence 
the cutthroat employer who paid wages below those that would 
attract workers in most areas met the condemnation of the asso- 
ciation. Voluntary adoption of safety devices, workmen’s com- 
pensation, and other ameliorative devices were urged upon mem- 
bers in order to remove the necessity for state regulatory laws. 
In fact the association affirmed over and over again that it was 
not anti-labor or even anti-union, but merely opposed to the bad 
practices of American unions. 

But neither the educational nor the lobbying efforts of the 
N.A.M. and other business groups were sufficient to prevent 
organized reformers from pushing labor legislation through the 
state legislatures. In spite of the opposition or apathy of the 
A.F. of L., which professed to fear state action, laws regulating 
hours of labor and workmen’s compensation were passed in state 
after state, after 1900. But at this juncture the courts came to 
the aid of business and Imposed effective barriers to such regula- 
tion. Limitation of hours violated the constitutional guarantee 
of “freedom of contract,” and the courts were loath to admit 
that public health was involved sufflclently to justify such exten- 
sions of State police power. Not until 1908 was a general state 
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ten-hour law for women upheld by the United States Supreme 
Court, and then only after an exhaustive and masterly brief by 
Louis D. Brandeis had persuaded a majority of the justices that 
public health really was involved. Finally in 1917, in Bunting v. 
Oregon, Mr, Justice Holmes spoke for a majority of the court 
in sustaining a ten-hour law for men on the grounds of public 
health and the general practice of civilized nations. But at the 
end of the World War there were still five states without any 
regulation of hours of labor, 

A more serious judicial barrier was that imposed against 
workmen’s compensation laws. Mining, railroads, and high-speed 
factories produced a bloody industrial warfare between workers 
and machines. The boom from 1903 to 1907, and the employ- 
ment of thousands of new immigrant workers, brought American 
industrial accidents to an all-time high for any country, yet prior 
to 1910 provisions for safety in the factory, other than fire pro- 
tection, were negligible.^® There was no practical way in which the 
worker could safeguard himself or his family. Personal accident 
insurance was too costly for the average worker, and the common- 
law doctrines of “assumption of risk,” “contributory negligence,” 
and “fellow servant” responsibility kept him from collecting from 
his employer even if he could meet the expense of legal action. 
With Germany leading the way in 1884, the nations of Europe 
had met this problem by compelling the employer to take out 
insurance; but in America the state laws for that purpose, passed 
from 1902 on, were held to involve deprivation of property 
without due process of law and to violate “freedom of contract.” 
The adoption of a limited compensation law for federal em- 
ployees in 1908 and the investigation of the subject by some 
thirty state commissions between 1909 and 1913 finally aroused 
business to the necessity of voluntary action if compulsory legisla- 
tion was to be successfully resisted. United States Steel, for 
example, which had paid nothing or only the equivalent of funeral 
expenses in the case of most married workers’ deaths, made it a 
policy in 1 9 1 0 to pay one and one half to three years’ wages to the 
dependents.^® Thus, while the Supreme Court adhered to its 
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former attitude up to 1917, the passage of the state laws doubt- 
less stimulated the movement for safer factories and adequate 
compensation. 

But the courts prior to 1936 never relaxed their rigorous 
laissez faire attitude sufficiently to allow such European antidotes 
to bad income distribution as old-age pensions, health and un- 
employment Insurance, and maternity benefits. In defense of the 
tardiness of American humanitarlanism it was urged that our 
higher standard of wages allowed workers to save money with 
which to regulate these matters for themselves. Confronted with 
the figures, most executives would have had to admit that the 
average worker did not receive enough to keep up with the 
“American standard of living” and still have any adequate sum 
left over for saving. Yet the outgrown morality of thrift and 
personal self-sufficiency so dominated these community leaders 
that they truly felt that the whole structure of society would be 
menaced by facing the facts — ^just as it was, in truth, menaced by 
not facing them. 


WELFARE CAPITALISM 

American entrepreneurs after 1865, absorbed in the problems 
of expanding markets, new construction, and falling prices, had 
always given too little attention to improving shop methods, 
handling materials, or Increasing labor efficiency. And judged by 
continental European standards American plant management by 
the 1890’s was backward. In the twentieth century, however, 
thoughtful American businessmen, assaulted by both labor and 
middle-class organizations, condemned by muckrakers, and badg- 
ered by comparisons with the more efficient managers of Europe, 
became increasingly aware of bad working conditions, low em- 
ployee morale, and haphazard shop methods. 

That these problems now received new attention is shown 
by the publishing of two hundred and forty volumes on business 
management between 1900 and 1910 and the founding of the 
Harvard Graduate School of Business Administration in 1908.^® 
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Best known among the students of efBciency was Frederick W. 
Taylor, originator of time and motion studies, functional fore- 
manship, and ‘‘scientific” adjustment of employee relationships. 
Inspired by his general findings, up-to-date managers rationalized 
assembly lines, introduced piecework payment wherever possible, 
and offered special incentives for speed. The increase in produc- 
tion was often amazing. President Ommer of the Recording and 
Computing Machines Company wrote in 1917:^^ 

For some time the men on our turret lathes who were turning out 
standard pieces had been able to average only 190 pieces a day. By time 
studies we decided it was possible for them to do 375 pieces. We set this 
standard and the men were able to attain it. . . . 

Not long ago we had a style show. . . . The gowns were offered as 
prizes for excellent work. In this particular case, the effect was so direct 
and immediate that the output increased 100,000 pieces in two weeks. The 
girls showed themselves what they could do when they needed to, and 
since that time the production has never fallen below these records. 

Similarly the United States Steel Company, in addition to paying 
by the amount produced, urged on its crews with contests among 
the various plants. Whether by such contests, rewarded only by 
prestige, or by the policy of gradual piecework wage cuts, the 
Steel Company raised production per worker greatly in the early 
twentieth centuryi^^ 

While sound In theory, and useful In leading to more careful 
study of production problems, scientific management failed to 
produce labor harmony. For one thing, the full set-up of the 
Taylor system was so elaborate that the great majority of man- 
agers were never willing to install It completely. Nor was it 
possible to reduce explosive human relations to scientifically meas- 
urable quantities. There was no place within the Taylor system 
for unionism, and experience proved that without It there could 
be no “scientific,” that is equal, contact between Individual work- 
ers and the boss. To laborers scientific management signified the 
speed-up, pay reductions, and the breakdown of collective bar- 
gaining ; and they set their faces against it. 
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As early as the nineties a few employers were discovering that 
nine hours work under good conditions might produce more than 
ten, that fatigue might be profitably lessened by rest periods, 
and that labor turnover might be cut by pleasanter working 
conditions, Xhey discovered that even expensive welfare work, 
if intelligently carried on, might pay dividends. Good conditions, 
special facilities, and short hours not only increased production, 
but permitted wage cuts. Up to 1908 only some million and a half 
workers had been affected by new experiments along these lines, 
but the labor shortage during the World War gave enormous 
impetus to welfare activities, and the allied study of personnel 
management. 

The first aim of personnel work was to hire the right man; 
the second, to keep him on the job. For the latter purpose it 
proved valuable to stimulate the old conditions of personal 
contact between the ‘Tig Boss” and the worker. President Om- 
mer reported of his 8,000-employee plant 

^ Our factory workers are, if I may say it, like a happy family. All the 
girls know me and I know a great many of them by name. I want them 
to feel at home with me. 

Hundreds of companies set up personnel departments during the 
war period, and applied aptitude tests to prospective employees. 
Labor turnover and its causes received scientific study, and in the 
five years after the war 2,750 volumes appeared on personnel 
administration.^^ While the depression of 1921 and 1922 and the 
reappearance of a labor surplus caused many managers to lose 
interest, the best features of both scientific shop procedure, and 
personnel selection had meanwhile been Incorporated Into Ameri- 
can business policy. 

Profit sharing and stock purchase at rates below the market 
were other devices used to speed work, indoctrinate employees, 
and reduce turnover. Many companies found these devices worked 
well with foremen or administrators, but failed when applied to 
labor as a whole. The usual worker reaction was that if the 
company could distribute profits it could afford to pay higher 
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wages, and that the higher wages were preferable to an unpre- 
dictable annual bonus. Unfortunately many companies could not 
resist the temptation to cut basic wages if large profits were being 
distributed, to take back with one hand what they gave with the 
other. Stock purchase plans failed to benefit greatly the average 
worker, as he simply lacked the resources for Investing any con- 
siderable amount. Furthermore, the various schemes usually 
diminished the worker’s freedom by making It necessary for him 
to remain with the company if he were to profit from the special 
arrangements. 

Welfare work, profit sharing, and stock distribution all Im- 
peded the spread of national trade unionism, but a still more 
positive check was unionization by order of the company itself. 
In 1904 the Nernst Lamp and American Rolling Mill companies 
led the way In setting up shop councils to represent their em- 
ployees. As other companies adopted similar plans with added 
features, the form of the company union began to emerge. By 
1912 an administrative ‘‘expert,” John Leltch, had gone into the 
business of selling to executives with a taste for high-sounding 
names and elaborate ceremonies a ready-made union plan known 
as Industrial Democracy. The Rockefeller union, established at 
the Colorado Fuel and Iron Company after the bloody strike of 
1914, and a careful study by the Rockefeller Foundation set a 
pattern for the modern company union. But It was the World 
War that gave the great Impetus to shop representation plans. 
Since the government demanded that the war Industries bargain 
collectively with their employees, it was a case of setting up a 
company union or else having the A.F. of L. establish itself in 
the plant. Led by General Electric some hundred and twenty-five 
large companies met the wartime situation by forming their own 
unions. At first Samuel Gompers felt that creation of such com- 
pany organizations might be the first step toward trade union- 
ism, but by 1919 the A.F. of L. realized Its mistake. 

Many business leaders never were convinced of the value of 
welfare expenditures. One prominent executive wrote in 1917 : 

Profit sharing is probably impotent in its direct effects to stimulate out- 
put While the workman may hope that everybody will work hard enough 
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to increase his share of the profits, he hardly grasps the point of his working 
harder to increase everybody’s share. It is beyond his field of vision. 

The average manager, harassed by cost accounting and the de- 
mands of directors for maximum profits, feared to lay out money 
for welfare policies unless they would surely show some immedi- 
ate return. Although many employers subscribed to the abstract 
theory that high wages were good for the economy as a whole, 
both traditional training and the demands of the market worked 
against the payment of wages higher than those necessary to 
secure the needed labor or to hold off union organizers. 

Approached by management with larger production at less cost 
as the ruling consideration, welfare programs defeated them- 
selves. The workers soon found that profit sharing and special 
rewards were accompanied by the speed-up and wage cuts, that 
better factories, houses, and sanitation were accompanied by 
surveillance and antiunion drives, that stock sales at special rates 
were accompanied by provisions binding the beneficiary to the 
company. Thus the workers became suspicious of all new tech- 
niques introduced by management. Workers soon learned that 
company unionism gave no true representation since the delegates 
who did the bargaining were paid by the employer rather than 
their own constituents. Nor would any employers, save a handful 
of “eccentrics” like Edward Fllene, permit any labor participa- 
tion in managerial decisions. 

Here was the real crux of the failure of management and labor 
to reach a generally satisfactory relationship. The native Ameri- 
can worker was educated in the schools and in his political and 
social life to think in terms of democracy. From this environ- 
ment he brought to his job the Idea that the majority should 
control, that each worker should be represented when decisions 
were made. Business on the other hand had been built around the 
tradition of leadership, the ideal of the vigorous, strong-willed, 
decisive entrepreneur. Strict obedience to authority from above 
and a free hand for the man at the helm was as much the rule 
of business as of the army or navy. Nor was it easy to see how 
industrial democracy would function even if It could be Insti- 
tuted. There was the essential conflict between wage costs and 
profits in meeting market prices. There was the conflict between 
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expansion policies on the one hand, as against either pay increases 
or dividend payments on the other. Only an “impartial” judge 
could pretend to pass upon a “fair” adjustment of these factors, 
and where was such a judge to be found? The political state with 
its democratic control and need for conciliating mass constituents 
could hardly provide Impartial tribunals from the standpoint of 
management. Labor trouble, therefore, represented merely one 
aspect of the broader conflict between social-democratic theory and 
the ideal of free business enterprise. 



XII 


INDUSTRY AND THE CITY 


IN THE decades of prodigious expansion, when the United 
States teemed with economic opportunities and capital was al- 
most always scarce, American businessmen had no use for humani- 
tarian labor policies that seemed more costly than efficient. 
Likewise, they had no use for expensive urban improvements 
and city planning that seemed to offer gains only in aesthetics 
and health at the cost of higher taxes. The city is the home of 
modern industry in the United States as well as in Europe. And 
in so far as American culture has-been a business culture it has 
found its most profound expression in our cities. American 
farmers have lived off city markets, American workers have 
lived off jobs in the cities, American factories have found their 
labor and their leaders here, and American artists of every kind, 
when they have found patronage, have found it in the cities. 
Cities have been the centers of wealth and fashion, poverty and 
disease from the times of Memphis, Athens, and Alexandria to 
the days of London, Paris, and New York. The intelligent and 
ambitious of every culture have come to seek their fortunes there. 
In industrial America they made the city the symbol of intense 
competition, of heightened Individualism in business matters and 
uniform failure in most aspects of community life. One of Henry 
Blake Fuller’s characters said of Chicago In 1895 

This town of ours is the only great city in the world to which all its 
citizens have come for the common avowed object of making money. There 
you have its genesis, its growth, its end and object; and there are but few 
of us who are not attending to that object very strictly. In this Garden 
City of ours everyone cultivates his own little bed and his neighbor his; but 
who looks after the paths between? They have become a kind of No Man’s 
Land and the weeds of rank iniquity are fast choking them up. 

With the Procession, 
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“The city Is the nerve center of our civilization. It is also the 
storm center,” wrote Joslah Strong, in 1885* And he continued:^ 

Dives and Lazarus are brought face to face ; here, in sharp contrast, are 
the ennui of surfeit and the desperation of starvation. The rich are richer, 
and the poor are poorer, in the city than elsewhere; and, as a rule, the 
greater the city, the greater are the riches of the rich and the poverty of 
the poor. 

In the cities, the problems of our culture have been Intensified. 
If the United States grew rapidly in the industrial age, our cities 
grew many times as fast. If business conditions, from time to 
time, threw the nation Into the depths of depression, in the cities 
social distress was most acute; and in times of prosperity extrava- 
gance and luxury were more prominent in the cities than anywhere 
else. Mines, forests, and fertile fields have paid fabulous tribute 
to absentee owners in the cities, but the Increment in the value of 
city land has also yielded great returns, and city dwellers through 
rent, service charges, and th^ general cost of living have con- 
tributed a steadily greater portion to the income of urban busi- 
ness. The first great American fortune — that of the Astors — was 
accumulated mainly through rising land values in New York. 
Other great fortunes have also been made through this source, 
that of Marshall Field in Chicago being a notable example. Yet 
for every success in city real estate as well as in every other 
branch of city life, there have been scores of failures; and, 
even for those who managed to survive, hardships have been 
multiplied. Problems of growing traffic, congestion in living and 
working areas, problems of parks and housing, leisure and crime, 
poverty and disease — all these continued to be neglected by in- 
tensely individualistic urban communities in the age of industrial 
expansion. And city governments, through which amelioration of 
the worst conditions might have been sought, were always more 
corrupt and inefficient in this age than state or federal govern- 
ment In the United States and more corrupt than city governments 
anywhere else in the western world. 

The concentration of wealth and power in a few metropolitan 
areas meant that economic life in many American cities was con- 
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trolled from afar by absentee directors who lived in security and 
comfort in one region while utterly neglecting civic responsibilities 
in places where their corporations owned factories, railroads, or 
power plants. This concentration of wealth and power also meant 
that painters, writers, journalists, and educators seeking the 
patronage of the rich and powerful were drawn in ever increasing 
numbers to the great cities, which thus exerted a powerful cul- 
tural influence upon the whole country. Just as our national busi- 
ness leaders directed our economy from places like New York or 
Chicago, so our nationally important newspapers, magazines, 
schoolbooks, and fiction originated almost exclusively in one 
metropolis or another. America, once a nation of farmers and 
small shopkeepers, agrarian in politics and provincial in spirit, 
had become by 1900 a land of big cities connected with one 
another by railroad, telegraph, and telephone and dominant in 
our national life. 

THE FAgADE OF BUSINESS CULTURE 

Architecturally, the American city represented a national fail- 
ure. In building a new urban world in the age of great industrial 
expansion, American businessmen created only a series of ugly 
barracks, containing indiscriminately factories, stores, workers, 
and employers. As Lord Bryce said, “American cities differ from 
one another only herein, that some are built more with brick 
than wood, and others more with wood than brick.” ® American 
architecture, to be sure, was no worse In the latter part of the 
nineteenth century than that of Europe. But being richer and 
comparatively unencumbered by the dead hand of the past both in 
existing buildings and In outworn traditions, Americans probably 
had the greater opportunity for successful innovation. That they 
failed to use It is apparent at every turn, but nowhere more ap- 
parent than in the widespread application of old styles of church 
architecture like Gothic and Romanesque to small houses and 
large business buildings. This produced a veritable parody on 
architecture that perhaps reached its climax In the three-story 
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Victorian-Gothic railroad stations that dotted English and Amer- 
ican landscapes alike. 

Occasionally, in the hands of masters like Hunt, Richardson, 
and McKim, old styles were applied successfully in the construc- 
tion of public buildings or large private mansions, where low 
cost was not the ultimate aim. But the ordinary architect-builder 
in the Gilded Age succeeded only in revealing his own lack of 
imagination and the philistinism of his client. On the whole, the 
buildings were worse in the small cities where less congestion 
made land cheaper and larger plots gave “architects’’ more scope. 
Here they could erect detached monstrosities characterized by 
Bill Nye as products of “mental hallucination and morbid de- 
lirium tremens,” whereas the demands of solid block construc- 
tion in metropolitan areas at least required plain uniformity and 
resulted mainly in drabness. One has only to compare the largely 
unembellished rows of brownstone or brick houses in New York, 
Philadelphia, or Baltimore with the detached dwellings of near-by 
Paterson, Trenton, or Norristown to judge the bankruptcy of 
average small-city architects who had money to spend and large 
open spaces to adorn. 

The saving uniformity of style in large cities, however, mir- 
rored another curse of construction undertaken simply with a 
view to market considerations. This was the standard-size lot. 
Usually twenty or twenty-five feet by a hundred, this lot dictated 
the proportions of almost every building. Even when the same 
owner erected a whole block of tenements or middle-class houses, 
he would erect them as a series of lot-size units so that they 
could be sold separately If desired, without violating any of the 
established real estate customs. Hence all the advantages of 
large-scale design for the apportionment of light and air or the 
achievement of larger architectural unity were thrown away, 
despite the complaints of some of the better architects and in- 
telligent city planners. 

In farming or factory production, maximum profit and maxi- 
mum social elEcIency may In the long run be closely allied. In 
city building and city planning, however, and in many other 
social activities, they are in conflict. A city planned and directed 
for social eifScIency would have to be built directly contrary to 



